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Our treatment practices
can become ever

more effective as we learn
more about how much and
what kind of treatment
interventions offer the
most long-term promise
for different types of cli-
ents.

Today, the substance abuse field faces a political and fiscal climate in which
publicly funded  services are being closely scrutinized and tightened.  The
American public, Congress, and State legislatures all demand proof that their
public dollars are being spent effectively.  The future of the substance abuse
field, and our ability to provide quality care for public clients, hinges on how well
we can meet this demand.  For us, accountability translates into increased —
and more sophisticated — monitoring of treatment outcomes.  Our monitoring
practices need to be assessed and refined at all levels — from State AOD
agencies to regional and county agencies to treatment providers.

All of us who work in the substance abuse field know that treatment is effective.
The challenge now is to identify how much treatment and what components of
treatment are most successful with which clients in what phases of addiction.
We need to know the minimum amount of treatment that will produce a positive
benefit for different types of patients.  At what point do client gains begin to
taper off?  The current push to shorten time in treatment and to provide less
residential treatment can have destructive consequences for some publicly
funded clients.  We need specific outcome data to prevent reductions in treat-
ment that come at the expense of our clients’ best chances for recovery.

State substance abuse agencies and treatment providers are already weather-
ing a dramatic change — the shift to managed care.  In 1993, CSAT brought
State agencies with the most experience in this arena together with other
experts to explore issues affecting our clients and our traditional treatment
providers functioning in managed care environments.  CSAT acted as a cata-
lyst to help States share their experiences and redefine their State agency
roles.

Providing substance abuse treatment services to public clients through either
Medicaid managed care or other financial arrangements has turned out to be a
complicated task for State AOD agencies, with no single model fitting the varied
circumstances in different States.  Throughout the CSAT/State partnership, the
level of technical training and expertise has been steadily rising, and our
mechanisms for handling important issues have been improving.  In some
States, the SSA now administers the managed care networks responsible for
substance abuse treatment.

Like managed care, monitoring treatment outcomes is a powerful new force
affecting how we provide and fund substance abuse treatment for our public
clients.  The ability of States and counties to monitor, and require, certain
treatment outcomes will be significant in assuring quality care for public clients,
not only those treated through managed care plans but in all other State
systems.  AOD treatment providers must be able to monitor their program
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interventions in conjunction with their
clients’ clinical outcomes.

CSAT will work with States to develop
mechanisms to enhance and monitor
treatment outcomes.  Budgets are
limited, funding streams and organiza-
tional structures are changing, and
there are increasing demands that
publicly funded treatment programs be
guided and justified by measurable
outcomes.  Over the next few years,
the treatment field needs to develop
flexible mechanisms that can be
adapted to a State’s particular situation
and the requirements of its organiza-
tional and financing arrangements.

This emphasis on measuring treatment
outcomes can greatly benefit our field.
Our treatment practices can become
ever more effective as we learn more
about how much and what kind of
treatment interventions offer the most
long-term promise for different types of
clients.  We at CSAT welcome your
suggestions about how we can assist
States and providers in this endeavor.

We have already undertaken these
initiatives:

n  Two treatment outcomes planning
meetings, attended by a volunteer
group of State agency directors.
Their recommendations provide a
framework for State performance
outcome measures and policies.

n A contract with the Institute of Medi-
cine, National Academy of Sci-
ences, to convene an expert com-
mittee to assess the current state of
quality assurance for managed

behavioral health care networks.
The committee defined key ele-
ments to be addressed in per-
formance measurement and ac-
creditation standards for these
organizations and health care plans.

n Contracts awarded to 14 States to
pilot test different strategies for
monitoring the impact of AOD treat-
ment.  These different State ap-
proaches, described in this issue,
should be a rich source of practical
experience.  CSAT will be dissemi-
nating the findings to other States
as they prepare to develop out-
comes-based monitoring systems.

CSAT expects to provide technical
assistance to States that request help
with planning new performance and
outcomes monitoring systems.
Through meetings, workshops, and
other methods, we will also help States
and provider networks share their
expertise on important issues related
to outcomes monitoring, such as how
to contract with managed care organi-
zations and design State management
information systems.  CSAT is planning
a number of technical assistance
documents and workshops on man-
aged care topics where outcome
measures are an integral concern.

CSAT thanks all of you who are
working so hard to improve treatment
services and to ensure that our clients
in the publicly funded treatment system
continue to receive appropriate care
and a continuum of treatment.  Thanks
also to those who contributed their
expertise to this issue of the TIE
Communiqué. 
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Guest Editorial

Monitoring Outcomes: Our New and Permanent Challenge

 — Andrew M. Mecca, Dr.P.H., former Director of the California Department of Alcohol and Drug Programs, also chaired the
California Governor’s Policy Council on Drug and Alcohol Abuse.  He served as president of the National Association of State
Alcohol and Drug Abuse Directors from 1993-95.  He is currently working with the California Mentoring Foundation.

Those of us in the alcohol and other
drug (AOD) field will be dealing with
treatment outcomes for the rest of our
professional lives.  There are three
reasons why I make this assertion.

nn Scarce public sector resources.
As money sources tighten, Federal
and State legislatures demand
greater assurance that we are de-
voting those resources to the most
effective programs.

nn Public demands for accountabil-
ity.  Two-thirds of all American work-
ers have jobs where part of their
pay is based on their performance.
These workers are increasingly go-
ing to demand that funding be linked
to performance in social programs.

nn The ethical focus on client well-
being.  Monitoring treatment out-
comes is ethically preferable to
monitoring what agencies do be-
cause it makes client well-being the
primary value.

These accountability concepts are
much more than the latest manage-
ment fad.  The emphasis on client out-
comes as a basis for improving gov-
ernmental and nonprofit performance
is a concept expanding rapidly in ways
that extend well beyond the AOD field.
Heightened attention to outcomes is
apparent across many sectors of U.S.
society — in more than half the States,
in the implementation of the Govern-
ment Performance and Accountability
Act of 1993, in new work under the
leadership of United Way of America,
and in work being done by most of the
major foundations.

AOD Balancing Acts

For the AOD field, using outcomes at
the State and local levels to assess the

performance of treatment programs is
often a challenge of paradoxes. We
need to develop outcome measures
and monitoring systems that can sat-
isfy conflicting — even contradictory —
forces.  We need:

n To pay attention to fiscal and client
outcomes simultaneously.

n To phase in the use of outcomes
carefully.  This measured change
will be occurring in a climate of ur-
gency.

n To focus on outcomes for special
populations and to set much clearer
priorities than ever before.

n To lead from the public sector, while
tapping the best that the nonprofit
and for-profit sectors have to offer,
to ensure that no one sector domi-
nates — that leadership is balanced
across all three sectors.

n  To develop cross-agency account-
ing concepts that capture the para-
dox of cost-offsets.  Successful
outcomes achieved by an AOD
agency often result in major cost
savings to other agencies.  These
savings result from decreased re-
cidivism, fewer child welfare cases,
reduced health care costs, and in-
creased employment.

n To market our services and to build
constituencies that support AOD
prevention and treatment, yet move
away from resource allocations driv-
en more by politics than by need.

Each of these paradoxes requires a
balancing act.  Framing the trade-offs
will be a crucial challenge in monitoring
outcomes in the AOD field.  For ex-
ample, managed care moves us to-

ward a focus on fiscal outcomes.  Yet
we have seen that overemphasizing
fiscal outcomes — without devoting
adequate attention to client outcomes
— can lead to a backlash against man-
aged care itself.

In the long term, the best fiscal out-
comes are also the best client out-
comes.  It is only in the short run that
the two come into conflict.  As one
policy analyst put it, “cheaper ain’t
better.”  To choose the lowest cost
provider — regardless of client satis-
faction, the impact on special popula-
tions, the well-being of the client’s fam-
ily, or the capacity of the system to
deliver services — is to ignore impor-
tant client issues as though fiscal is-
sues are the only ones that matter.

A second balancing act has to do with
reorganization, some of which will
focus on the AOD agency.  Other reor-
ganization will reflect the need to work
across all agencies affected by AOD
issues.  If agencies don’t share con-
crete outcomes for the clients they
have in common, then it will no longer
be convincing to talk of “interagency
collaboration.”  Collaboration without
the glue of shared outcomes is just a
lot of meetings.

Increasingly, State and local AOD
agencies will be asked how much
money they shifted last year from their
least effective to their most effective
programs.  That clear, simple question
is asked annually in the private sector,
and any chief executive officer who
can’t answer it is in trouble.  In the
public sector, the question is less fre-
quent.  But AOD agency leaders who
wish to make their own decisions
about priorities will need a ready an-
swer.  Otherwise, these leaders may

continued on page 20
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Public Sector Treatment Outcomes:
A Changing Role for County/Local Authorities
 — Robert C. Egnew, M.S.W., M.P.H., Past President, National Association of County Behavioral Health Directors, Salinas,
CA, and Director, Behavioral Health Division, Monterey County, CA, Health Department

Public policy decisions concerning
managed care and welfare reform
have important implications for alcohol
and other drug (AOD) delivery systems
operated by county and local authori-
ties.  Many county and local AOD di-
rectors are anticipating and evaluating
the impact of this reform for their sys-
tems.  In these new financial environ-
ments, there is a great need for out-
come measures to evaluate
effectiveness and efficiency.  One of
the key challenges that county direc-
tors face is how to define these out-
come measures.

What to Measure

Much re-evaluation of public-sector
outcomes centers on the issue of what
to measure.  Will such measures con-
tinue to focus solely on treatment out-
comes or will they encompass a
broader range of performance mea-
sures?

Historically, outcomes within public-
sector AOD treatment systems have
focused on individual clinical suc-
cesses.  These individual outcomes
have been measured by rates of absti-
nence and/or rates of completed treat-
ment.  In specific modalities, such as
methadone maintenance programs,
arrest rates and other indicators have
also been used as treatment outcome
indicators.

Traditionally, these treatment outcome
measures have had a provider focus;
that is, they have measured the suc-
cess of treatment for a particular epi-
sode of care with a given provider.
Based on these provider-specific absti-
nence and completion rates, the con-
clusion generally drawn from this par-
ticular set of treatment outcomes is
that the longer an individual remains in
treatment, the greater the chance of
recovery.  However, this type of out-

come methodology does not address
key questions.  These questions con-
cern:

n The effectiveness of any specific
type of treatment

n The appropriate duration of treat-
ment

n What frequency of services is most
effective for a given set of clients

Treatment outcomes featuring absti-
nence and completion rates are of
limited usefulness.  Because of this,
local behavioral health authorities have
used these measures as only one part
of their effort to evaluate provider-
specific programs.

The Changing Role of County
Agencies

With the advent of both managed care
and welfare reform, public-sector AOD
treatment systems are faced with the
task of re-determining their public mis-
sion.  In the past, public-sector AOD
services have suffered from the lack of
a concise or pragmatic mission.  The
field has long been plagued by funda-
mental questions, such as:

n Who is the public AOD system to
serve?

n How are these clients to be served?

n What are the public policy objectives
to be achieved?

The need to answer these public policy
questions has been further under-
scored by the move to managed care.
Welfare reform simply intensifies the
need for answers.

Managed care and welfare reform
present counties with a challenge and

an opportunity.  Both these reform
efforts have clearly defined the target
population that the public-sector AOD
system is called upon to serve.  By
focusing on Medicaid and welfare re-
cipients, the public sector can begin to
define the number and types of per-
sons who may utilize services.  Exist-
ing public-sector management informa-
tion systems can make available such
data as the number, age, gender,
ethnicity, aid code, and location of
eligible beneficiaries.

County public service systems can
also evaluate what types of programs
and what levels of service capacity
may need to exist in order to provide
care for specific target populations.
Finally, welfare reform offers the oppor-
tunity for the public sector to articulate
a clear, concise, and pragmatic mis-
sion that includes specific outcome
objectives.

Broadening AOD Outcome
Measures

Establishing a defined set of public
objectives and a specific target popula-
tion both allows and compels county
public-sector AOD authorities to de-
velop broader performance outcome
measures that evaluate more than
abstinence and completed treatment
episodes.  Performance outcomes
need to become multidimensional to
address key elements of an individual’s
life beyond that person’s chemical
dependency issues.

The provision of public AOD services
positively influences the utilization and
cost of a number of other publicly
funded health, social service, and
criminal justice programs.  It is, there-
fore, important that the county AOD
treatment system develop a shared
responsibility with other agencies.
County and local AOD authorities need
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to develop horizontally integrated ser-
vice systems in cooperation with other
public agencies.  These integrated
service systems should incorporate a
shared set of performance outcome
measures.

Because of managed care and welfare
reform, public-sector AOD providers
and their integrated service systems
need to develop performance out-
comes for broader problem measures.
These measures should incorporate
such indicators as:

n Employability/school participation

n Incarceration rates

n Use of out-of-home placements for
youth

n Utilization of emergency rooms and
hospitalization

n The number of drug-affected infants

n Compliance with child welfare
agreements

Welfare reform’s emphasis on employ-
ment creates a new opportunity.
County AOD systems may now work
collaboratively with local social service
departments to provide recovery ser-
vices to clients who need these treat-
ment services to become employable.

Outcome measures for employability
may include such indices as obtaining
and retaining a job, progress in school
or vocational training, and, in the case
of youth, school attendance and aca-
demic achievement.  These are all
objectives that need to be achieved if
States and counties are to comply with
the work requirements of the Federal
welfare reform legislation.  To reduce
the utilization of costly emergency and

Performance Measures For County Behavioral Health Systems

County substance abuse agencies, like State agencies, face pressures to increase their performance evaluation.  The
County Behavioral Health Performance Measures Project of the National Association of County Behavioral Health Direc-
tors (NACBHD) responds to this need.  The NACBHD, in conjunction with the Evaluation Center of the Human Services
Research Institute (HSRI), has developed a comprehensive set of performance measures intended to monitor and im-
prove quality for mental health and substance abuse systems.

This set of indicators is particularly relevant to service delivery at the county level.  Performance measures are the result
of a roundtable meeting sponsored by the NACBHD.  Behavioral health directors from 21 counties in 19 States attended
this meeting, representing all but one of the 20 States that have county-administered behavioral health systems.  Experts
from a number of Federal agencies, including CSAT, participated in this roundtable.  Each county participant selected one
domain to work on.  For each domain, the groups identified three to five specific performance indicators, along with asso-
ciated measures.  The group chose the following performance domains:

n Access

n Satisfaction of service recipients

n Consumer outcomes

n Intersystem outcomes

n Utilization

For information about County Behavioral Health Performance Measures: Draft Version, July 13, 1996, contact Lawrence
Woocher at HSRI, phone 617-876-0426.  In addition to the set of performance indicators, this document contains summa-
ries of indicators developed by 11 national and local organizations, as well as copies of 9 standard assessment instru-
ments.

continued on page 8

hospital services, managed care initia-
tives in either physical or behavioral
health care require that AOD services
meet certain criteria, such as that they
be provided on a timely basis, at the
right intensity, at the correct level of
care, and for an appropriate duration of
time.

The New Systems-of-Care
Approach

To achieve these outcomes and to
implement new or expanded public
policy objectives effectively, public-
sector AOD providers need to provide
a comprehensive spectrum of services
for specific target populations.  This
means that counties need to develop a
systems-of-care approach.  To provide
the full spectrum of both treatment and
social support services needed by
individuals with severe addictive disor-
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Adapting to a Managed Care Environment
 — Cynthia Turnure, Ph.D., Director, Chemical Dependency Program Division, Minnesota Department of Human Services

As States move from a fee-for-service
or grant-in-aid system to a managed
care system for publicly funded sub-
stance abuse services, the State AOD
agency will face many challenges.  It
may no longer be the lead agency in
terms of contracting, reporting, and
monitoring.  To ensure adequate moni-
toring of substance abuse services in
a managed care environment, many
State AOD agencies now need to de-
velop new types of relationships.  In
Minnesota, we have 10 years of expe-
rience with a managed care environ-
ment.  This article highlights what we
have learned and what challenges we
face.  We recommend the following
steps.

Determine the essential indicators
of access, quality, and effective-
ness, and work to build these into
the new system.  Each State may
define these key indicators somewhat
differently, but the State AOD agency
has a responsibility to articulate them
clearly for their clients.  States may
want to answer these questions:

n How many clients receive chemical
dependency (CD) services?  In
what settings?  What type of cli-
ents?

n How much service do these clients
receive?

n How much do these services cost?

n Do clients improve their functioning
after treatment?

n What are the cost-offsets in terms of
reduced medical care utilization,
criminality, and social service
needs?

n Are the CD services delivered under
managed care adequate, given the
need?

n How does managed care compare
to other systems of care (for ex-
ample, fee-for-service)?

These are important questions, but it
may not be possible to answer all of
them.  State AOD agencies need to
decide which questions are essential
for them, and then figure out how to
get relevant information in this new
environment.

Build on existing systems where
possible.  In States that have already
developed sound reporting systems for
CD services, try to convince those who
are in charge of the larger health care
data systems to use or adapt existing
systems.  In Minnesota, we are fortu-
nate to have a well-established client
tracking system, the Drug and Alcohol
Normative Evaluation System
(DAANES).  All licensed providers
must use the DAANES to report data.
It may not be possible to convince
those who are contracting with man-
aged care firms to require such de-
tailed client reporting on one “diagno-
sis,” especially when such systems do
not exist for other illnesses.  In this
case, build the detailed client reporting
into your program licensing require-
ments and oblige managed care firms
to use licensed programs.  It is less
important who collects and analyzes
the data, than that someone does it.

Recognize that to those responsible
for providing all health care, sub-
stance abuse is just a small part of
the picture.  If those in charge don’t
seem to pay much attention to your
issues, it may not be that they don’t
care, but rather that they have so much
else to deal with. Be persistent, proac-
tive, and helpful.  Offer to collect and
analyze the CD data for them, take the
lead in responding to Medicaid waiver
issues related to CD or in training pro-
viders or producing reports.  Don’t just
complain — help solve their problems.

Try various approaches.  If one ap-
proach doesn’t work, try another.
Adapt your systems to meet the needs
of this new environment, keeping your
overall goals and indicators in mind.

In Minnesota, rather than requiring the
managed care organizations them-
selves to report on our client data col-
lection systems, we worked with them
to devise a brief, half-page form on
their assessment and placement activ-
ity.  These data have enabled us to
track placement patterns and to link
the data to our DAANES for further
analysis.

If some other State agency, such as
the Health or Commerce Department,
already collects some data on CD
clients served by HMOs, build on that.
Don’t duplicate it.  Similarly, if whatever
will be collected on all managed care
services (e.g., encounter data) will be
useful for some purposes, find a way
to access and use it to complement
the other data needed to address your
State’s key questions.

Use the data.  It is important to get the
results of any data collection and moni-
toring effort  to those who need them.
This includes providers, legislative
staff, managed care organizations, and
your own agency.  We have published
the results of our data collection in a
variety of ways, such as in our quar-
terly newsletter Research News that is
distributed to over 900 individuals and
organizations.  A recent issue com-
pared placement patterns, completion
rates, and lengths of stay for clients
placed by prepaid managed care plans
vs. Minnesota’s Consolidated Chemical
Dependency Treatment Fund.  These
clients were matched on age, sex,
race, and other factors.  We have also
produced one-page handouts on top-
ics of high interest, such as the cost-
offsets of CD treatment in Minnesota.
These handouts have been widely
quoted and used.

Work closely with the CD field and
others who have a mutual interest in
providing adequate treatment to CD
clients, such as providers and con-
sumers.  There are times when our
constituency can promote things (such
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Problems Created by Reform for Substance Abuse Treatment continued...
as uniform placement criteria or uni-
form reporting requirements) that gov-
ernment employees can’t because of
our position in the bureaucracy.  Take
advantage of these common interests
and let our constituents do the lobby-
ing, if that’s necessary.

Get involved.  My staff and I have
served on every health care reform
committee in our department.  Be-
cause of the uncertainty of health care
reform at the Federal level, many of
these efforts have not gone anywhere.
Nevertheless, you need to be seen as
a player in the larger issues involved,
not just as an advocate for CD clients.
Contribute what you can of your time
and expertise to broader issues, such
as health care cost containment, Med-
icaid, block grants, and performance
measurement for managed care in
general.  Make yourself useful in help-
ing to solve the larger issues facing
your agency and State.

Future Challenges

What challenges still lie ahead?  We
have made progress in some areas,
but we are still struggling with a num-
ber of issues.

Influencing the overall evaluation
plan for managed care in the State.
While we have tried to build in what-
ever CD measures we can, the overall
design for evaluating managed care in
Minnesota is still not well developed.
We have a State Data Institute that
produces report cards on all HMOs in
the State, based mainly on consumer
satisfaction surveys.  Our Medicaid
agency is pursuing encounter data.
However, no one seems to have articu-
lated the questions that need to be
answered, which should be the first
step.  We will continue to try to be in-
volved in these efforts, but it is often
frustrating.

Not losing what we have.  In Minne-
sota, the CD field is ahead of many
others in terms of collecting data, mea-
suring client outcomes, and having
uniform assessment and placement
criteria.  There is a danger that the

State AOD agency’s concerns could
be swallowed up by health care reform
and managed care, either in terms of
reorganization or in going to the lowest
common denominator in quality assur-
ance and reporting.  Without strong
support from the CD field and legisla-
tors, we may go backward rather than
forward.  We will have to fight for the
appropriate balance between account-
ability and freedom to “manage” in a
managed care environment.

Determining where substance
abuse services fit in a new and con-
stantly changing environment.
Health care reform and other changes
at the Federal level (e.g., rescinding
Supplemental Security Income ben-
efits for those disabled by AOD abuse)
have forced us to rethink where sub-
stance abuse services belong in the
new scheme of things.

Are substance abuse services really
“health care”?  If so, do these services
belong under “acute” or “long-term
care” benefits?  What about the non-
medical aspects of treatment (such as
housing, child care, and vocational
counseling) that are necessary for
some clients’ successful treatment?
Should these be part of a “social ser-
vices” package, perhaps funded
through block grants to counties?  How
can “medical” and “social” services be
coordinated so clients do not fall
through the cracks?  Where does pre-
vention fit, and how will community-
based prevention programs be funded
in the future?

All of us will need to reconceptualize
how adequate CD services can be
provided in this new environment, at a
time when much is still unknown.  We
do not, for example, know the future of
Federal block grants or the changes
that may occur in Medicaid.  At the
State and county levels, we may need
to utilize whatever funding we do con-
trol in very different ways, such as
separating funds for treatment services
from funds for housing.  How we use
the Federal alcohol and drug abuse
block grant may change radically, at
least in Minnesota.  And we will have to

figure out how to provide essential
services, such as case management,
to those terminated from the Social
Security Income and Social Security
Disability Insurance programs.  The
impact of welfare reform on AOD cli-
ents must also be assessed (e.g., the
denial of benefits to convicted drug
felons).

Determining how to assure account-
ability for public funds and public
clients in a privatized, deregulated
system.  As systems of care become
more competitive and the distinction
between public and private systems of
care blurs, it will be increasingly diffi-
cult to ensure accountability.  Private
HMOs are not anxious to share their
data or placement criteria with others
in the marketplace.  Many States are
becoming less regulatory, based on
the philosophy that the private sector
has the right to manage care and
should be accountable only for the
outcomes.

This leaves a potential gap in account-
ability.  State agencies will have to
devise more sophisticated ways to
ensure accountability.  One way would
be to use needs assessment data on
whole populations.  These data could
then be compared with services actu-
ally delivered by various managed care
firms to various population groups.  In
Minnesota, our legislature has asked
the State AOD agency to develop utili-
zation standards and financial or other
incentives for all health plan compa-
nies in the State.  These will provide a
way to measure the adequacy of CD
services in a managed care environ-
ment.  Along with encounter data, we
will be using the results of our CSAT-
funded adult household survey, plus
student surveys, to address this issue.

Clearly, many of the challenges faced
by AOD agencies in the coming years
will be political, not just technical.  They
will test our human relations, communi-
cations, and collaboration skills as
much as our technological or substan-
tive knowledge.  While we can learn
from what others have done, each
State’s approach will be different
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Key Questions:  The Effects of Managed Care On Mental Health
and Substance Abuse Services

1. Does the plan for providing mental health and substance abuse services
through managed care create additional barriers to accessing needed
treatment, especially for hard-to-reach populations (e.g., through delays
in obtaining referrals, having to go to multiple clinics, or choosing a health
plan)?

2. Is the treatment provided (or authorized) under managed care of suffi-
cient duration, type, and quality to obtain acceptable client outcomes,
given the types of clients being served?

3. Are the “gatekeepers” under managed care adequately trained to detect,
assess, and refer these disorders?

4. Do the definitions of “medical necessity” used by managed care firms
deny care to certain categories of clients (e.g., those who are court-or-
dered)?

5. Does the lack of independent assessors and/or uniform assessment and
placement criteria result in referrals that are subjective, inconsistent, or
motivated by financial vs. clinical considerations?

6. Under managed care, are adequate services being provided to special
populations (such as minorities, dual or multiply disabled clients, the
homeless, pregnant women, or injecting drug users)?

7. Is there evidence that some models of managed care work better than
others (e.g., “carve outs,” HMOs, preferred provider organizations
[PPOs], Point-of-Service)?

8. Are the health, mental health, and substance abuse services provided
under managed care adequately coordinated with the social and other
“supplemental” or “wraparound” services needed by public clients?

9. Is there adequate monitoring and evaluation of the mental health and
substance abuse services provided under managed care? Are data on
assessment criteria, placement patterns, length of stay, program comple-
tion, and client outcomes regularly reported to a neutral oversight
agency? Are there sanctions (either positive or negative) for poor/excel-
lent performance?

10.Do managed care organizations provide adequate protection of clients’
rights?

based on its history, politics, and phi-
losophy.  Hopefully, our agencies can
be a significant factor in building new

systems that will meet the needs of
substance-abusing clients. 

ders, it is essential that AOD services
be coordinated with other health and
social service agencies.

Systems of care require an interdepen-
dence among providers, so they ac-
complish shared treatment goals and
outcome measures.  This systems-of-
care approach is significantly different
from the provider networks that have
been established by most public-sector
AOD authorities.  Existing provider
networks typically consist of a constel-
lation of providers that operate inde-
pendently.  Improvements in specific
areas of client functioning require that
treatment and service approaches be
coordinated among a variety of differ-
ent programs and community agen-
cies.  These programs include sup-
ported employment and affordable,
clean, and sober housing.

Linking Outcomes to Client
Functioning

The future of AOD treatment outcomes
is linked to improvements in clients’
functioning.  The success of public-
sector AOD clients is measured by
how well these clients are able to per-
form once they are in recovery.  Re-
covery in and of itself is only one ingre-
dient in determining effectiveness.  The
new test of effectiveness is whether
clients are able to capitalize on their
recovery to achieve other life goals.  As
part of any comprehensive AOD sys-
tem of care, public-sector providers
also have to incorporate the teaching
of appropriate adaptive skills.

Public-sector AOD delivery systems
are evolving from their historic role as
a safety net  into an emerging man-
aged care environment.  This shift is
creating an imperative to develop a
broad range of valid and reliable out-
come measures.  Such outcome mea-
sures should ensure that quality ser-
vices are accessible, efficiently
delivered, and cost-effective.  These
services also need to meet specific
public policy objectives. 

continued from page 5

Public Sector Treatment
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Managed Care and Dual Diagnosis
Who, What, Where, Why, and How Much Care?
— Richard Ries, M.D., Director of Outpatient Psychiatry and Dual Disorder Programs, Harborview Medical Center, Univer-
sity of Washington, Seattle, Washington.  Dr. Ries was consensus panel chair for the CSAT Treatment Improvement Protocol
(TIP 9), Assessment and Treatment of Patients With Coexisting Mental Illness and Alcohol and Other Drug Abuse.

How will managed care approach the
treatment and management of per-
sons with co-morbid mental illness
and alcohol and other drug (AOD)
disorders?  What are the key issues
that clinical professionals or consum-
ers would want addressed?  Jeffrey N.
Kushner1 has raised a series of critical
questions for States to consider in
setting up managed care contracts for
AOD treatment  in the following major
areas: access to treatment, compre-
hensiveness of treatment, cost effec-
tiveness, quality of care, client out-
comes, and the managing of managed
care.

Access to Services

Who will be screened and who will
qualify for services?  A high preva-
lence of dual disorders is found in
either addiction or mental health popu-
lations.  This fact suggests that all
persons who present at either door-
step should receive an adequate
screening for the other problem.  This
immediately raises two important is-
sues discussed later in this article —
the issue of the database to be used
and the training of the screener.

Currently, most integrated dual disor-
der treatment programs focus on the
most severely mentally ill clients; that
is, persons with severe and persistent
mental illness and co-occurring drug/
alcohol disorder.  However, what type
of client is appropriate for treatment in
a “dual disorder program”?  Should a
person in recovery from severe alco-
holism who then develops an episode
of major depression be treated in this
type of program?  Or can this person
be treated in a primary addiction-ori-
ented program that also provides epi-
sodic psychiatric consultation?  On the
other hand, does someone with se-
vere, chronic, disabling mental illness,

who has infrequent alcohol abuse (not
dependence), qualify as dually disor-
dered?  Does this person require dual
disorder treatment in the same way as
a person with severe mental illness
who has daily, dependent alcohol and
cocaine intoxication?

Even this brief discussion makes clear
that access to “dual disorder treat-
ment” involves various levels of sever-
ity on at least two axes — relative
severity of the psychiatric disorder and
relative severity of the substance use
condition.  Managed care review and
treatment planning will need to focus
on matching different types of treat-
ment intensity to each of the types of
problem.  No single entity “dual diag-
nosis” treatment will be appropriate or
meet the needs of all the different
types and combinations of dual disor-
ders.

What instruments and criteria will
be used?  The mental health and
addictions fields each has a variety of
screening instruments, which creates
a problem in the case of dual disor-
ders.  If there are 10 commonly used
instruments for chemical dependency
assessment, and 10 for psychiatric
condition, there would be 100 combi-
nations possible.  Which one of these
combinations should be used for dual
diagnosis assessments?

It is likely that many dually disordered
individuals will be referred to dual dis-
order treatment from primary addic-
tions or primary mental health treat-
ment.  This means that the managed
care organization must communicate
its assessment criteria for one or the
other disorders, and must also agree
internally (between addictions and
mental health divisions) as to what
standardized instruments will be used.
Currently, it is rare to find addiction

and mental health programs that share
a mutual database at any level — from
private carriers to city, county, State,
or even Federal-level systems. Without
a common database accepted by both
mental health and addictions, manag-
ing care by either provider or insurer
will be very difficult.

The national institutes on drug abuse,
alcohol abuse and alcoholism, and
mental health, as well as the programs
operated by the Substance Abuse and
Mental Health Services Administra-
tion, need to provide a model of such
a cooperative database.  Such a data-
base should have both research and
clinical management versions.

Who will certify treatment?  Training
personnel to act as managed care
reviewers has been a common prob-
lem for both the AOD and mental
health fields.  Dual disorder review will
require co-trained personnel who have
either certification or some sort of
documented training in both areas.
Since even finding co-trained staff who
can operate dual disorder treatment
programs is a problem, where will
these extra co-trained staff come
from?  The field of psychiatry has
been increasing its requirements re-
garding addiction and now has avail-
able a national board subcertification
in addiction psychiatry.  Each field
must persistently move toward better
training, at all levels, in the other field.

Comprehensiveness

What are comprehensive dual dis-
order treatment services?  A seam-
less set of services is needed, ranging
from prevention to highly secure
locked units capable of dealing with
clients who have violent psychoses
accompanied by alcohol withdrawal.
But how comprehensive can such a
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system afford to be?  For example, will
intensive case management, sober
residential placement, and integrated
vocational rehabilitation be considered
as core services for persistently men-
tally ill, dually disordered persons?
Currently, many such individuals in
HMO-type systems rapidly use up
their limited AOD and mental health
benefits, then devolve to the public
system.  How comprehensive will pri-
vate and HMO-type services be, and
who will bear the costs if such ser-
vices are inadequate for complex con-
ditions?

Cost Effectiveness

A high cost is involved in using a non-
integrated approach to treat individu-
als with dual disorders.  Most research
indicates that dually diagnosed per-
sons are over-represented among the
homeless, are heavy users of acute
inpatient services, and are over-repre-
sented in the criminal justice system.
This high cost creates a major moti-
vating factor for developing improved
dual disorder treatment.

One method for treating severely men-
tally ill clients is through programs for
assertive community treatment
(PACTs), a model that involves inten-
sive case management and outreach.
The PACT model usually results in
about an 80 percent decrease in acute
hospitalizations and incarcerations
over traditional treatment.  However,
the costs of assertive community
treatment programs nearly counterbal-
ance the cost savings, since they in-
clude 24-hour outpatient coverage and
intensive case management.  Although
the cost saving may be marginal, cli-
ents/patients are much more satisfied
with assertive community treatment
than with acute hospitalization or in-
carceration, because their quality of
life is much better with community
treatment.  How do we analyze this
cost?

Continuous cost offset data are not
available for specific dually diagnosed
populations over a significant number
of years, nor is such data likely to be

available soon.  Cost offsets for dually
diagnosed populations must also cal-
culate legal and jail expenses, crime,
individual and family suffering, quality
of life, and medical utilization.  Unfortu-
nately, these cost effects may not be
included.  Who makes these choices?

Capitation

If the financing system uses capita-
tion, will dually diagnosed persons be
risk-adjusted for payment at a higher
level, and if so, how much more?
Should increased risk adjustment hold
for all the dually diagnosed, however
defined, or only for certain of the more
severe subgroups?  Research data
indicates that dually diagnosed per-
sons have worse outcomes and
poorer participation than those without
a dual diagnosis in either primary
mental health or addictions treatment.
This finding would tend to support
providing an increased capitated rate
for these clients.  An increased
capitated rate could be used to sup-
port expensive integrated services,
increased salaries for dually trained
staff, and increased intensity of treat-
ment.  Despite the common sense of
this approach, I have yet to find a pub-
lic or private financing system in which
this has occurred.

Quality of Care

No confirmed treatment guidelines
exist for dual disorder clients, although
a number of texts and manuals have
been developed for the treatment of
various dual disorder subpopulations.
The American Society of Addiction
Medicine (ASAM) is currently  review-
ing its patient placement criteria for
addiction for the dual disorder popula-
tion.  To date, this ASAM initiative has
just begun to match subtypes of dually
disordered persons with potential
treatment guidelines.  The 1997 sum-
mary from the Center for Mental
Health Services provides an extensive
qualitative literature review on dual
disorders.2

Quality-of-care markers for the dually
diagnosed population could certainly

be taken from separate mental health
and addiction treatment guidelines.
However, can these be imported fully
for integrated treatment?  Say, for ex-
ample, that a quality-of-care guideline
for intensive outpatient chemical de-
pendency treatment requires a mini-
mum of 12 hourly groups per week to
occur around topics x, y, and z.  For
intensive outpatient mental health
treatment, the guideline requires
roughly the same number of hours per
week to include issues a, b, and c.
Does this mean that, for intensive
outpatient dual disorder treatment, 24
hours of group per week including
topics a, b, c and x, y, and z need to
occur?

A more realistic approach might be the
following:

n 12 or 15 hours per week would
qualify for intensive outpatient dual
disorder services.

n Topics a, b, c and x, y, z would be
covered in an integrated fashion
over a time period lasting approxi-
mately twice as long as either inten-
sive mental health or chemical de-
pendency outpatient treatment
alone would normally last.

While this is the way many clinicians
have approached these problems, who
makes such quality-of-care decisions
for the managed care company?

Client Outcomes

For those in straight addiction treat-
ment, multiple relapse episodes may
lead to their treatment coverage being
limited or canceled.  For more severe
dually diagnosed persons, multiple
relapse episodes during the engage-
ment phase of treatment are probably
the norm.

When treating acute or episodic condi-
tions, managed care often identifies
decreased utilization of services as
being a positive outcome.  However,
this may not be the goal for many du-
ally disordered persons.  In fact, for

continued on page 13
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Setting Realistic Contract Rates
 — Roberta Gardine, Executive Director, Hawthorn Children’s Psychiatric Hospital, St. Louis, Missouri, and Stephenie W.
Colston, Project Director, State Technical Reviews Project, Johnson, Bassin & Shaw, Inc.

Clearly, the AOD field is facing a sig-
nificant challenge with managed care.
As is typically the case, the experi-
ence of providers will guide the field in
developing appropriate responses to
these issues.  If providers are to sur-
vive under managed care, they must
be able to define and report costs in a
way that makes them competitive in
the managed care marketplace.

Grant and fee-for-service providers
may feel overwhelmed and out of their
league when forced to think about,
discuss, or operate using managed
care financing principles.  But provid-
ers cannot afford to wait until a cook-
book on managed care pricing and
service delivery is developed to pro-
vide a simplified, step-by-step guide to
this process.  Providers need to begin
the transition by learning about and
understanding basic principles of cost
accounting for managed care.  They
need to start now to put systems in
place for gathering needed information
within their provider agencies.

The Problem of Measuring
Service Costs

As managed care initiatives are imple-
mented throughout the country, the
AOD field is being forced to face a
long-standing problem: the lack of
standard ways to measure units of
service and their corresponding cost
components.  This lack of a systematic
approach has meant that studies of
AOD costs have traditionally calcu-
lated the cost per treatment slot,
based on dividing the number of en-
rolled clients into the dollar amount
spent on services.  With this approach,
there is no relationship between dis-
crete treatment units and the re-
sources expended by the provider.  To
survive under managed care plans,
the emphasis has been simulta-
neously on how to control access,
utilization, and the cost of providing
services for a variety of payers.

In this managed care environment, it
is no longer enough for AOD providers
simply to calculate a reimbursement
rate based on available staff time.
Rates must now take into consider-
ation the actual number of units of
service provided.

Providers face this issue of unit costs
when they attempt to negotiate con-
tracts with managed care entities.  In a
number of States, these entities are
suddenly in charge of disbursing pub-
lic AOD funds that had formerly been
disbursed by State agencies on either
a grant or fee-for-service basis.  Pro-
viders are learning that managed care
entities typically do not negotiate a
reimbursement rate.  They simply tell
providers what the rate will be.  Provid-
ers must know what the impact of
such a rate will be on their agency’s
overall financing before they decide to
sign managed care contracts.

Providers need to consider and take a
series of positive, practical steps be-
fore they accept contract rates with
managed care entities.  These steps
involve two key elements.

Providers need to understand thor-
oughly the differences between grant
and fee-for-service markets and the
emerging managed care markets.
And providers need to be aware of the
importance of documenting how treat-
ment staff spend their time.  They
need to know how to use units of staff
time for calculating the cost of provid-
ing treatment services.

Two Systems:
Two Different Dynamics

The first step in setting a realistic con-
tract rate is to obtain a basic under-
standing of how operating in a man-
aged care market differs from a grant
or fee-for-service market. Most States
and providers have enjoyed and man-
aged successfully for years in a mar-

ket that uses grants or fees-for-service
to pay for services.  Providers have
learned how to make adjustments to
maintain the viability and stability of
their agencies.  Available revenue,
more than any other factor, has deter-
mined provider costs.  Providers fre-
quently respond to revenue cuts by
reducing the amount of service, the
quality of care, or both, and react to
revenue increases with the opposite
response — by expanding services
and/or improving the quality of care.

In both the grant and fee-for-service
markets, payment mechanisms have
not been tied to the cost of providing
the service.  Therefore, providers have
had no financial incentives to monitor
and contain costs.

In the managed-care market arena,
the principles of setting a rate, the
incentives, and the resolutions to prob-
lems are vastly different.  In fact, these
principles are diametrically opposite
those in the grant and fee-for-service
markets.  In a grant market, the pro-
vider receives the same amount of
funding per month regardless of the
cost or number of units of service
provided.  In a fee-for-service market,
the provider tries to establish the high-
est price possible for services and to
maximize the number of units of ser-
vice provided.  In grant and fee-for-
service systems, there is no incentive
to provide either fewer or less costly
services.  The provider may fix any
revenue shortfalls by adjusting the
service mix or by increasing service
units.  To make these changes, provid-
ers do not need any individualized
client data.

In a managed care environment, the
payer has a financial incentive to con-
tain costs. This naturally drives the
reimbursement rate down and leaves
less flexibility to negotiate a higher
contract rate.  Additional cost contain-
ment or reductions will be achieved by
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limiting care to service levels that are
medically necessary and appropriate
and by decreasing the length of autho-
rized service.  These critical decision
points are largely outside the provider
agency’s control.

There are also financial disincentives
to providing such traditional services
as residential treatment, which is a
core service to many providers.  For
providers, the loss of these core ser-
vices has a multiplying negative im-
pact on revenue, because core ser-
vices have historically been a vehicle
for covering many indirect costs.  As a
result of this shift in reimbursement
and funding, the majority of providers
find themselves ill equipped to com-
pete in a managed care environment.

Determining the Provider’s
Cost of Service

If they are to survive financially, it is
essential that providers know their
costs of service before entering into a
managed care contract.  To be com-
petitive in this environment, the pro-
vider must be able to establish a con-
tract rate per service which is at a
margin in excess of provider costs.
Providers must know their break-even
point (the point at which they begin to
lose money).  If a provider is unable to
answer the basic questions about
what it costs to provide a service unit,
and cannot establish that margin
above cost, the provider is not ready
for managed care contracting.

If unit costs are not known, the pro-
vider may blindly enter into contracts
and then subsidize any losses through
other agency payer sources.  The
provider is now  robbing Peter to pay
Paul.  There is a basic flaw in this cre-
ative funding strategy.  The lack of
costing information that led to robbing
Peter in the first place contributes to
indecision regarding where to stop to
avoid losing substantial agency rev-
enues.

Too often, the provider’s first response
to this problem is to produce more

units of service — the strategy that
worked under a fee-for-service sys-
tem.  However, if the provider has set
a rate at a level that is below cost,
increasing the number of units of ser-
vice will only increase loss.  The pro-
vider cannot spend itself rich.  Intensi-
fying this problem is the fact that most
not-for-profit providers have a short-
age of available revenue and cash
flow.  By the time the pricing error is
realized, the provider is already in
financial trouble.

Costs for an Episode of Care

Providers have traditionally estab-
lished rates based on overall program
expenses. Managed care reimburse-
ment is based on the cost of treating
an individual episode of care.  To es-
tablish a realistic rate, the provider
must define an episode of care.  The
field has been grappling with what
constitutes an episode of care since
the implementation of managed care.
For purposes of this article, we have
adopted the definition of McGuirk, et
al.: “An episode of care is a construct
that groups all the treatment provided
for a specific condition over a continu-
ous, defined period of time; [this con-
cept is] often used to analyze service
cost, quality, and utilization patterns.”1

To obtain episode-of-care information,
the provider must begin to gather data
on patient profiles.  Through clinical
data systems, the provider must be
able to document episodes of care per
client.  This data must then be inte-
grated with financial systems to pro-
vide data on treatment and length of
stay according to diagnostic category
and by client.  By analyzing this data,
the provider can learn the historical
patient profile trends for the agency.

Based on these past utilization pat-
terns, the provider already knows the
revenue and financial stability of the
agency.  It is therefore possible to
assess quickly the point at which a
change in utilization will negatively
impact the agency.  Historical data will
only produce trends for the agency,

not tell the optimal service level
needed to produce the desired out-
come for each episode of care.  In
analyzing this data, the provider needs
to challenge and question the
agency’s service delivery patterns.
This data provides an invaluable base
for making decisions about service
utilization.  What is needed is to try to
move service utilization to the minimal
pattern of treatment (in terms of units
of care) that can achieve the desired
outcome for each patient.

The provider should ask such ques-
tions as, “Does an episode of care
apply to the acute phase only?  Does
it include case management or other
services to maintain clean and sober
status or prevent future problems?  If
so, how much care is medically neces-
sary  to obtain the desired outcomes?”
These become pivotal questions in
determining how many service units
the payer may authorize as “medically
necessary.”

Providers need to be critical in chal-
lenging their agency benchmarks and
profiles.  Most providers will find it
somewhat difficult to be objective as
they enter this phase of analysis.  Pa-
tient profile standards for behavioral
health care are almost nonexistent.
We need to recognize that these deci-
sions must often be made without
good supporting documentation.

Despite the lack of concrete data,
providers must start collecting and
using whatever patient profile informa-
tion is available as a basis for pricing a
service or negotiating a contract rate.
These factors will help the provider
establish how many units of service
the outside payer sources can realisti-
cally be expected to authorize.  They
can also be used to determine the
potential impact of these payer deci-
sions on the provider.

How Staff Time Is Spent

Many public and private nonprofit pro-
viders have done less than an ad-
equate job of logging all staff time.
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Billable units are not usually a prob-
lem.  Generally, staffs document and
log their billable units as requested.
Staff compliance with logging
nonbillable time has been more diffi-
cult to maintain.  Supervisory or ad-
ministrative staff often do not monitor
nonbillable time closely, if at all.  Pro-
viders need to obtain this information
so they can determine whether the
units of service anticipated to be au-
thorized for an episode of care will
actually cover the direct and indirect
costs of providing the service.  Without
this information, the provider cannot
determine whether staff can and will
generate sufficient reimbursements to
cover the real costs of service.

CSAT has funded considerable re-
search geared toward understanding
the cost of providing AOD treatment
services.  This research depends on
the appropriate documentation of
treatment staff time.  CSAT recognizes
that such staff time is important for
documenting the cost of providing
treatment services.  One pilot study of
patient service costs in selected AOD
treatment sites was conducted in 1994
by Johnson, Bassin & Shaw, Inc.
(JBS) and its subcontractor, Research
Triangle Institute (RTI), under the aus-
pices of the State Technical Reviews
Project.  This was essentially a cost-
finding study of 13 publicly funded
treatment programs throughout the
United States.  The study sought to
determine how staff spent time on
specific services.  This was used as
the basis for allocating costs and for
providing real-time, full economic
costs of services rather than historical
costs.

The researchers developed a diary
methodology to ascertain how treat-
ment staff spent their time.  Each
treatment staff person was asked to
maintain a time activity diary for 1
week.  This provided a 1-week snap-
shot of the actual time each staff per-
son spent in delivering both treatment
and non-treatment services to clients.

In this study, the diary methodology
thus became an important measure of
staff productivity.  The compiled diaries
made it possible to estimate the quan-
tity of services that each client re-
ceived during a typical stay.  The dia-
ries showed that approximately 100
specific types of services were being
provided.

CSAT Study to Aid Providers

CSAT asked JBS and RTI to embark
on a second cost study to develop a
market-based financial planning
model.  The goal of this effort is to
create a tool for States and providers
to project costs and risks under a vari-
ety of scenarios that can be tailored to
specific market conditions within the
changing financial environments.  The
model is designed to take providers
and States from a static analysis of
cost and paper-based risk projections
to a computer-based simulation model.
A software diskette will be produced
for providers to use in projecting their
costs and revenue, along with a user
guide summarizing business planning
and cost analysis principles.

Whatever level of fiscal and clinical
sophistication you have as a provider,
that’s where you are and where you
must begin to develop cost informa-
tion.  Build on each component as
information becomes known.  Provid-
ers will be surprised at how far they
can move by just getting started.  Pro-
vider cost information is essential for
purposes of internal management,
MCO contracting, and provider profil-
ing.  As more States move towards
outcomes-based funding, provider
performance will be profiled on the
basis of both treatment and cost effec-
tiveness.  Providers capable of analyz-
ing their costs will be well prepared to
meet this challenge. 

1 McGuirk, F.D.; Keller, A.B.; and Croze, C.
Blueprints for Managed Care: Mental Health-
care Concepts and Structure. Rockville, MD:
Center for Mental Health Services, Sub-
stance Abuse and Mental Health Services
Administration, May 1995, p. 64.

continued from page 10

Dual Diagnosis

more severely ill individuals, low par-
ticipation in outpatient treatment often
leads to their use of expensive acute
emergency room, inpatient, and jail
services.  A drop-off in participation
may lead to the client’s stopping of
medications or loss of sobriety.  For
many dually disordered persons,
whose conditions will be chronic and
relapsing, the first positive outcome
might be higher utilization of outpatient
treatment.  After participation, the
problem of finding a common measure
for symptoms and functions emerges.
(See above, What instruments and
criteria will be used?)

Dually Disordered Clients in
Managed Care Environments

Who will actively manage the care of
dual disorder clients?  If an entity is
developed that will manage dual disor-
der treatment, where will this fit?  Will
the individual divisions of addiction
treatment and mental health treatment
oversee such an entity?  If so, it is
likely that this entity will be so bur-
dened with double and often conflict-
ing bureaucratic requirements that it
will not function.  If neither mental
health nor addictions supervises this
new dual disorder entity, who will?

Clearly, the current division of addic-
tions and mental health is inefficient
and problematic in terms of informa-
tion, funding, legal issues, training, and
clinical structures.  Would it be too
radical to propose that the primary
entity must be dually competent and
that current divisions of mental health
and addiction become subdivisions? 

1 Kushner, J. N. Managing State Managed
Care Contracts, TIE Communiqué, Spring
1995, pp. 20-21.  See also Mr. Kushner’s
articles in this issue.

2 Center for Mental Health Services Managed
Care Initiative: Clinical Standards and
Workforce Competencies Project, Co-occur-
ring Mental and Substance Disorders (Dual
Diagnosis) Panel.  Kenneth Minkorr, M.D.,
Panel Chair. July 1997.
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Special Population Challenge:
Preserving Positive Outcomes for Women Clients
 — Mary H. Bair, Division Director, Gaudenzia, Inc. Women and Children’s Programs, Harrisburg, Pennsylvania.  Gaudenzia,
a leader in the field of women and children’s services, is the parent organization for four Pennsylvania programs offering
treatment, intervention, prevention, and education services for pregnant and parenting women and their children: Vantage
House in Lancaster, New Image in Philadelphia, Kindred House in West Chester, and Gaudenzia Fountain Springs in rural
Schuylkill County.

For the past 25 years, we have been
struggling to provide and fund quality
addictions treatment and programming
for pregnant and parenting women
and their children.  How can we pre-
serve the broad-based, continuing
care we have fought so hard to pro-
vide for this special population?

The Struggle for Long-term
AOD Care

Providers of long-term, residential
therapeutic community (TC)-based
treatment for pregnant and parenting
women with children have been in-
volved in several dramatic turning
points in the AOD field.  Pennsylvania’s
experience illustrates how far we have
come in our efforts to assist poor and
uninsured women with addiction prob-
lems — and how much we could lose
as funding streams change.  Our be-
ginnings in the late 1970s were mea-
ger.  At that time, the State provided
virtually no specialized treatment ser-
vices for poor, substance-abusing
women who were pregnant or parenting.

Pregnant and parenting women with
children were being referred for admis-
sion to treatment only to become lost
in a maze of service delivery systems
that could not meet their particular
needs. Limited services were available
to these women in facilities that were
geared to men.  Sometimes these
services were counterproductive, with
drop-out rates for women that far ex-
ceeded those for men.

Obstacles to treatment

Many mothers refused to enter treat-
ment without their children.  Most
feared placing their children in foster
care or with friends or family members
who had an active addiction.  Further-

more, placing their children with vari-
ous childcare agencies was not an
option for these mothers.  Many had
themselves grown up in those very
systems, where they had often experi-
enced mental, physical, or sexual abuse.

Providers refused to accept pregnant
and parenting women with children for
fear of insurance liabilities and pos-
sible lawsuits, or because the provid-
ers lacked on-site medical services
and were not equipped to provide
intervention, education, and alterna-
tive activities for the children.  The
issue of funding compounded these
obstacles.  Who would pay to provide
treatment services not only for these
mothers, but also for their children?

The struggle for program funds

Gaudenzia, Inc. joined forces in 1978
with the Lancaster County Mental
Health/Mental Retardation Drug and
Alcohol Program and the Single
County Authority Planning Council to
design a program specifically for preg-
nant and parenting women who were
abusing or addicted to alcohol and
drugs.  This collaboration resulted in
Gaudenzia/Vantage House, which
pioneered the first long-term, residen-
tial therapeutic community in the
United States targeted for this special
population.

Funding services for this population
continued to be a challenge over the
next 10 years.  The struggle for funds
eased in 1992, when the Federal gov-
ernment mandated that States set
aside a portion of their substance
abuse block grants for specialized
women’s services.  The Pennsylvania
Department of Health’s Office of Drug
and Alcohol Programs (ODAP) estab-
lished a State and county 90/10 fund-

ing pool for long-term residential treat-
ment services for pregnant and
parenting women and their children,
which was eliminated in 1997.  Those
funds have been distributed to coun-
ties to address women’s and children’s
services to include all levels of care.
The impact of this decision on women
and children in need of residential
treatment remains to be seen.

Pennsylvania has gained national
recognition for developing a statewide
network, now totaling 52 programs, to
serve the special needs of pregnant
and parenting women and their chil-
dren.  Currently, Pennsylvania has 17
licensed long-term residential treat-
ment programs for this population and
provides 35 other licensed programs
that specialize in treating pregnant and
parenting women and their children.
In addition, there are four perinatal
and two correctional programs.

Issues with Managed Behavioral
Health Care

Managed behavioral health care has
jeopardized the ability of many spe-
cialized programs to serve pregnant
and parenting women with children.
Behavioral health care companies are
simply not prepared to understand or
treat this population.  Our concern is
that many of these companies will opt
for income over outcomes.  We cannot
afford to let this happen.

A number of factors impede the ability
of behavioral health care companies to
serve low-income pregnant and
parenting women and their children:

n Most managed behavioral health
care companies have a limited view

continued on page  18
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Measuring MCO Performance
— Jeffrey N. Kushner, former Director, Office of Alcohol and Drug Abuse Programs, Oregon Department of Human Re-
sources. Mr. Kushner is currently the Drug Court Administrator for the Missouri Circuit Court in the 22nd Judicial Circuit, St.
Louis, Missouri.

Forty-five States have submitted waiv-
ers to the Health Care Financing Ad-
ministration to provide health care to
poor people in a managed care envi-
ronment.

As States move to managed care
modes for their public systems of
medical, surgical, chemical depen-
dency (CD), and mental health ben-
efits, State bureaucrats, consumer
advocates, and provider constituent
groups need to be acutely aware of
the decisions being made by managed
care organizations (MCOs).  This re-
quires that State, and sometimes
county, agencies gather accurate and
audited information concerning MCOs’
clinical and service performance, and
inform constituent groups of the re-
sults.

An effective CD benefit can be one of
the most cost-effective actions for
publicly funded human service agen-
cies.  We must make sure that MCO
decisions are made on the basis of
benefit value and cost avoidance to
taxpayers and consumers, not on
spending reductions.

Therefore, we must measure indica-
tors of treatment quality and effective-
ness.  To ensure that public purchas-
ers maximize their CD and mental
health funds, we must build quantifi-
able performance indicators based on
what makes a difference for success-
ful treatment outcomes.  A wide range
of performance indicators should be
considered.  They generally fall into six
categories.  (See box).

State purchasers, taxpayers, and con-
sumer advocates need to be assured
that these indicators are selected,
benchmarked, and utilized.  These
indicators should be placed in con-
tracts with MCOs and their subcon-
tractors, along with financial penalties

Performance Indicators

Patient/Customer Satisfaction

n Patient satisfaction survey data
n Family satisfaction survey data
n Appeals
n Disenrollments
n Purchaser satisfaction survey data

Administrative Proficiency

n Average time to appointment/clinical intervention for emergent, urgent, and/
or routine cases

n Number and percent of individuals referred to treatment who are admitted
n Toll-free phone access for patients or providers to avoid busy signals, aban-

doned calls
n Claims payment accuracy and turnaround time (e.g., 90 percent in 45 days)
n Appeals resolution time

Clinical Quality

n Consistency in applying criteria for clinical case management
n Linkage and lag time between inpatient, residential, and outpatient services
n Staff with experience and credentials
n MCO gatekeepers with experience and knowledge of chemical dependency

and mental health
n Consistency in applying a screen for chemical dependency problems at the

annual physical, first prenatal visit, and other opportunities

Financial Performance and Incentives

n Penetration rate of chemical dependency services by enrollees
n Ratio of utilization of inpatient/residential services
n Nonresidential intensive alternatives and outpatient services
n Rate of payment utilized for service (e.g., rate of capitation payment used to

purchase direct services)
n Distribution of direct service dollars by modality
n Cost per covered life

Productivity

n Abstinence levels at discharge/follow-up
n Participation in self-help during treatment/follow-up
n Employment or school improvement at discharge/follow-up
n Family reunification at discharge/follow-up (child welfare)
n Educational advancement at discharge/follow-up
n Reduction in criminal justice system involvement during treatment/follow-up

State Policy/Cost Shifting Considerations

n Reduction in rate of incarceration and institutionalization
n Reduction in the number or length of foster care placements
n Reduction in medical/surgical costs at follow-up
n Reduction in unemployment compensationcontinued on page 18
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Oregon’s Pre-Paid Health Plan
Chemical Dependency ScoreCard*

Measure 1: Efficient and Accountable Operations

Rationale: Health care providers often express concerns that: (1) authorizations for the delivery of health care services take too long
(this is particularly important with chemically dependent patients because often there is a short window of opportunity to move them
into treatment), and (2) reimbursement of services should be timely.  This is very important within the chemical dependency treat-
ment provider community, particularly if their primary source of revenue has been public funds.  Such providers have very limited
ability to accrue reserves that can cushion cash flow problems.

Indicator A—Simple and Timely Initial Service Authorization Procedures
The service provider is to receive a response to the initial authorization request within 2 working days from the time the health plan
receives the authorization request.  The Health Plan uses OADAP authorization and reauthorization (or equally simple) forms.

Indicator B—Simple and Timely Reimbursement Procedures
This measure reviews whether service providers receive payment or adjudication of 90 percent of their clean claims within 45 days.

Indicator C—Submits Timely and Accurate Encounter Data
Office of Medical Assistance Programs (OMAP) receives encounter data (Medicaid service delivery accounting system) on HCFA
form 1500 within 180 days of delivered services.

Measure 2: Chemical Dependency Contract Compliance

Rationale: Twenty-one standards were inserted into the State’s contracts with pre-paid health plans for the chemical dependency
benefit.  The purpose of this measure is to monitor compliance with at least some of those standards.

Indicator A—Levels of Care Criteria
This indicator reviews whether providers and plans are utilizing State-required criteria when making decisions concerning admis-
sion, continued stay, and discharge.

Indicator B—50 Percent Referral to Essential Community Providers
The State regards chemical dependency treatment providers that previously received public funds as Essential Community Provid-
ers (ECPs).  The goal of the State is that each pre-paid health plan (PHP) refer to no fewer than 50 percent of OMAP members
needing chemical dependency diagnostic assessment and/or treatment to ECPs.

Indicator C—Knowledgeable Gatekeeper
PHP staff or their delegated entities who evaluate access to and length of stay in chemical dependency treatment shall have train-
ing/background in chemical dependency services and knowledge of OADAP-approved placement, continued stay, and discharge
criteria.

Measure 3: Prevention Program

Rationale: Managed Care Organizations have initiated an environment that emphasizes not only the treatment of acute medical
problems but also prevention, early identification, and intervention.  This concept is also applicable to prevention and intervention of
chemical dependency within the enrolled population of the Oregon Health Plan.  The measures included are structured to assess the
degree of prevention and early intervention carried out by individual health plans.

Indicator A—Establish and Implement Risk-Focused Prevention Plan
Research has shown that a number of risk factors increase the chances of tobacco, alcohol, and other drug abuse problems, par-
ticularly among adolescents.  Pre-paid health plans must develop a risk-reduction plan that also increases protective factors to re-
duce chemical dependency problems in their enrolled population.

Indicator B—Dependency Screening Instrument
PHP staff shall utilize approved screening instruments to determine whether a diagnostic assessment for chemical dependency
problems is indicated for an OMAP member.  Contracts require 50 percent screening of all patients in 1996, 75 percent in 1997, and
100 percent in 1998, in these circumstances:

(1) Initial contact or routine physical exam

(2) Initial prenatal contact

(3) Member evidences “trigger conditions” during a physical exam or emergency room contact (such as current intoxication, needle
marks, dilated pupils, or suicide talk or attempt)

(4) Member evidences overutilization of medical, surgical, trauma, or emergency services
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Measure 4: Access to Assessment and Treatment Services

Rationale: Public and private health care purchasers are concerned about (1) the number of people being served (is the number
reasonable in relation to the total enrolled population?) and (2) special needs populations or geographic locations that may war-
rant attention due to low utilization of or access to chemical dependency services.  This indicator acknowledges the State’s ac-
countability and responsibility to provide chemical dependency treatment to all Oregon Health Plan clients.

Indicator A—Member Admission Rate
This indicator examines the percentage of members in a plan that receive a chemical dependency service.  The research would
indicate that 2-to-4 percent of the Oregon Health Plan population should be admitted to chemical dependency treatment services
per year.

Indicator B—Demographics of Chemical Dependency Treatment Admissions
No specific standards have been developed due to the wide variation in memberships and locations served among plans.  In-
stead, member admission will identify and compare male vs. female, adults vs. adolescents, rural vs. urban, minority vs. non-
minority.  The results of the analysis will be made available to the plans and upon request to the interested public.

Measure 5: Treatment Effectiveness

Rationale: Health care purchasers, legislators, and other key stakeholders want to know that treatment meets quality standards
and is effective.  The following indicators are measures of treatment effectiveness.

Indicator A—Client Retention Rate
This indicator acknowledges the importance of maintaining the participation of clients once they have visited a treatment pro-
gram and been admitted.  Increased participation, particularly during the initial period of treatment, provides greater likelihood
that a client will benefit from treatment.

Indicator B—Re-Admission Rate
This indicator is concerned with the durability of gains made while in treatment and measures only members who have com-
pleted treatment during a previous admission.  Re-admission will be counted within one year from successful discharge.  This
measure does not include transfers to other program or levels of care.

Indicator C—Functionality Improvement, Including Employment, School Attendance, and Other Life Aspects
A critical element of sustained recovery is employment maintenance or enhancement.  This indicator reviews employment status
from admission to discharge for those with at least three face-to-face visits.

Indicator D—Reduced Utilization of Medical/Surgical Services
This indicator highlights the significant cost avoidance that derives from the reduced use of medical and surgical services by
members who have completed at least two face-to-face treatment contacts for an alcohol and/or other drug problem.  Two years
of medical/surgical service utilization are compared: (1) the year preceding admission and (2) the year following discharge from
treatment.  The measure is the number of medical/surgical encounters.

Indicator E—Treatment Completion Rate
This indicator identifies members who completed at least two face-to-face contacts.  It then calculates the percentage of those
members that complete their treatment program (completion is defined as those achieving abstinence and at least 75 percent of
their treatment plan objectives).

Measure 6: Client Satisfaction

This indicator will utilize a questionnaire yet to be selected to measure client satisfaction with services received from the health
care provider.

*Note: For each indicator, the Oregon ScoreCard establishes specific, concrete measures for performance: below standard,
achieved standard, and exceeded standard.  As an example, the standards for Indicator A of Measure 1 are:

Below Standard: 10 percent or more not received within 2 working days

Achieved Standard: 90 percent received within 2 working days

Exceeded Standard: 90 percent or more received within 2 working days and used simplified forms

The complete Oregon ScoreCard may be obtained from the Office of Alcohol and Drug Abuse Programs, 500 Summer
Street, NE, Salem, OR 97310.  Phone: (503) 945-5763.
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and incentives.  Providers and con-
sumer advocates should insist on this
type and level of accountability for
public funds.  The private sector, which
has traditionally utilized only client and
purchaser satisfaction, can also learn
from this type of benchmarking and
related accountability.

Oregon’s ScoreCard
Evaluation Tool

The Oregon Office of Alcohol and
Drug Abuse Programs (OADAP) has
reviewed a ScoreCard developed for
the CD benefit in the Oregon Health
Plan.  Although score cards are being
used extensively throughout the health
care industry, this is the first to be
developed for CD benefits with publicly
funded AOD clients.

OADAP administers CD service con-
tracts under the Oregon Health Plan.
The OADAP plan calls for working in
partnership with multiple stakeholder
groups to provide quality, cost-effec-
tive, and timely care to chemical de-
pendency clients.  The new consoli-
dated ScoreCard will be just one of
the tools OADAP will use to evaluate
performance of the prepaid health
plans.  The ScoreCard responds to a
number of concerns, including:

n Implementing the State legislature’s
mandate that the CD benefit reduce
the cost and use of medical/surgical
services

n Assuring that AOD providers have a
viable, fair, managed care delivery
environment

n Assuring quality and timely care for
clients

n Assuring that the prepaid health
plans operate on a level playing
field, in which all plans comply with
required standards

n Monitoring whether performance is
meeting the standards expected by
State purchasers.  OADAP will pro-

vide technical assistance when
needed to improve performance.

Selection of Performance
Indicators

The score card — a brief reporting
tool — answers a need for objective
information about health plan perfor-
mance.  The Health Plan Employer
Data Information Set (HEDIS) has
been adapted for the Medicaid popula-
tion.  Preliminary versions of this ad-
aptation emphasized consumer conve-
nience and satisfaction.  OADAP
chose not to duplicate this work.  In-
stead, Oregon focused on developing
an outcomes-based score card to
supplement the HEDIS score card,
using the following six measures of
CD services:

n Efficient and Accountable
Operations

n Chemical Dependency Contract
Compliance

n Prevention and Early Intervention
Program

n Access to Assessment and Treat-
ment Services

n Treatment Effectiveness

n Consumer Satisfaction

These indicators build on the provider
performance indicators that are mea-
sured in the databases of a number of
Oregon’s public health agencies.
OADAP maintains a substantial data-
base, with access to other State data.

For each indicator, there are specific,
concrete parameters for what consti-
tutes “below standard,” “achieved stan-
dard,” and “exceeded standard” perfor-
mance.  Among the objective
performance indicators whose mea-
surement will continue are abstinence,
employment improvement, participa-
tion in self-help groups, and academic
advancement. 

continued from page 15

of addiction and little or no actual
experience in treating pregnant or
parenting women.

n Most companies have no track
record of positive outcomes with
low-income or Medicaid-eligible
addicted women who have children.

n Many companies use commercial
models of addiction treatment that
have limited or no impact on these
women.

Many managed behavioral health care
companies lack the perspective of
those who serve publicly funded AOD
clients — that these are clients with
multiple problems requiring a compre-
hensive continuum of care.  Often
these companies do not have a holis-
tic or long-term view of addiction ser-
vices.

Positive Steps by HMOs

The obstacles to adequate and com-
prehensive services under managed
care can be overcome.  In Pennsylva-
nia, some of the health maintenance
organizations (HMOs) that subcontract
with managed behavioral health care
entities have recognized their inexperi-
ence.  These HMOs have set up spe-
cial pools and financing that by-pass
the behavioral health care companies.

These HMOs realize that adequate
AOD treatment for a woman creates
reduced costs in medical care for the
woman’s entire family.  For this reason,
HMOs are concerned with ensuring
healthy births and immunizations for
children, as well as preventing child
abuse, domestic violence, and illness
related to addictions — not only for the
women but also for their families.

Another positive note is the increased
awareness by Medicaid agencies of
the need to provide comprehensive
services as an adjunct to addictions
treatment.  State Medicaid Bureaus
are now starting to recognize and
actually provide these needed ser-
vices in their managed care plans. 

continued from page 14

Special Population ChallengeMeasuring MCO Performance
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Defining Treatment Success:  Issues for States
 — Janet Zwick, Director, Division of Substance Abuse and Health Promotion, Iowa Department of Public Health

Treatment success can be defined in
many different ways.  When the mea-
surement of success is related to man-
aged care, it is essential to evaluate
both cost savings and the effective-
ness of treatment.  The managed care
organizations themselves often look
primarily at client and consumer satis-
faction as outcome indicators and to
plan their quality management. Such
indicators are not sufficient for a State
substance abuse agency.  A State
agency must look far beyond client and
consumer satisfaction, because the
agency is responsible for assuring that
the entire treatment system under
managed care is functioning at an
optimum level.  This responsibility en-
tails evaluation of the treatment system
as well as changes in client function-
ing.

The Database and Baseline Data

The State needs to have available an
adequate client and program database
in order to evaluate the impact of man-
aged care on the treatment system
and, most importantly, on the changes
in client functioning.  Client information
needs to be collected at admission,
discharge, and follow-up.  The informa-
tion needed includes client demo-
graphics and information on the clients’
functioning, along with the type of
treatment provided.  It is desirable that
this client database be in existence for
several years before managed care is
implemented.  Historical data provide a
solid base of information on the level of
treatment and client outcomes under
existing publicly funded systems.  This
baseline can then be used to evaluate
changes that may be caused by man-
aged care.  Success can be measured
using at least five different compo-
nents:

n Accessibility of treatment

n Types of treatment services provided

n Changes in client functioning

n Cost-offset data

n Consumer satisfaction (at both the
client and treatment program levels)

Accessibility of Treatment

The accessibility of AOD treatment for
all groups of clients across the State
will be a central — and critical — ques-
tion as AOD funding streams change
and managed care or other new finan-
cial arrangements are implemented.  It
is important to monitor accessibility.
How accessible is treatment for the
State’s individual ethnic, racial, and
special populations?  And does acces-
sibility vary across different regions of
the State?  To determine accessibility
of treatment, the following areas
should be examined:

nn  Waiting time for treatment.  The
State must have the ability to com-
pare waiting times among indigent
clients, Medicaid clients, private-pay
clients, and insured clients.  In addi-
tion, waiting time should be com-
puted for the pregnant client, for
those referred by the criminal justice
system, and according to gender
and race.

nn  Overall admission rates.  Overall
admissions need to be evaluated to
assure that they have not declined
since managed care began.  If ad-
mission rates have declined, then it
is important to assess carefully the
types of clients affected.

nn Level of treatment received.  The
level of care that clients are receiv-
ing should be analyzed.  If there has
been a decline in admission rates
for a particular level of care, all lev-
els should be evaluated separately.

nn Rural vs. urban treatment ser-
vices.  The level of treatment ser-
vices provided in rural versus urban
areas is another important access
issue.  If a decline in admission

rates is seen, then the data should
be further evaluated to see whether
admission rates are related in any
way to rural areas.  States may want
to conduct a needs assessment
prevalence study to identify geo-
graphic areas that have a high
prevalence of need.  These results
compared to admission rates allow
the State to evaluate an appropriate
distribution of services.

nn Denial of admission or denial to a
particular level of care.  If denials
concerning levels of care have oc-
curred, then the State should evalu-
ate those treatment settings and the
risk levels of the client.

In a new managed care or other finan-
cial arrangement, it is also necessary
to address the change in the provider
system.  What changes have hap-
pened in the provider system since
managed care was implemented?
Mergers, closings, and acquisitions
can all impact the provider system and
affect accessibility to treatment.  There-
fore, exploring these changes must be
part of any evaluation effort.

Types of Services Provided

Managed care stresses the need to
individualize treatment planning and to
place the client in the least restrictive
environment necessary for the symp-
toms.  Research shows that the longer
a client remains in AOD treatment, the
more likely that treatment will be a
success.1   The dichotomy in these two
statements raises obvious questions
about the impact that managed care
principles may have on AOD clients.
States need to compare before and
after managed care data to see
whether the length of time in treatment
has been significantly affected.

In addition, States should analyze the
number of treatment sessions provided
to each client.  If length of time in treat-
ment and the number of sessions have
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significantly changed, then data on
client characteristics should be cross-
analyzed.  Characteristics to be ana-
lyzed include gender, age, criminal
justice referral, employment status,
race, and number of treatment at-
tempts, along with rural versus urban
issues.

Changes in Client Functioning

Client data from admission, discharge,
and follow-up reporting can be used to
measure client functioning before and
after treatment.  Useful indicators of
client functioning include arrests, em-
ployment, school level of functioning
scales, relationships, involvement in
Alcoholics Anonymous (AA) and Nar-
cotics Anonymous (NA), and hospital-
izations.

Cost Off-Sets

Federal and State officials are begin-
ning to ask whether State funding for
substance abuse treatment is cost
effective.  One of the best ways to
show that treatment can be cost effec-
tive is to identify the costs associated

with substance abuse (the cost-off-
sets) in such areas as health, crime,
and social welfare.  In looking at cost
off-sets, the key components to identify
are associated with client arrests, hos-
pitalizations, and the use of welfare
benefits before and after treatment.

In addition, changes in the clients’ un-
employment and their earned income
can show a significant improvement in
the tax rolls.  A recent Oregon study
appears to be a cost-effective way of
identifying these cost offsets2  (see
Societal Outcomes and Cost Savings
Resulting from AOD Treatment, in this
issue).

Client and Provider Satisfaction

How satisfied are the clients with the
managed care or substance abuse
treatment program?  To adequately
address this area, clients need to com-
plete a consumer survey, preferably
after they have been discharged from
the treatment program.  This survey
could examine such issues as waiting
time, satisfaction with the program, and

find that decisions about AOD treat-
ment priorities are being made by their
legislatures or budget offices.

Outcomes at Different Levels

In discussing outcomes, it is important
to recognize the potential for confusion.
Outcomes can be addressed at six
different levels:

n Individual client outcomes

n An aggregate of client-level data to
measure outcomes for programs

n An aggregate of program informa-
tion to measure agency or depart-
ment outcomes

n A compilation of agencies’ and de-
partments’ outcomes to provide
system outcomes (for example,

California’s investment in the California
Drug and Alcohol Treatment and As-
sessment (CALDATA) study docu-
mented that treatment works.  The
1997 National Treatment Improvement
Evaluation Study (NTIES) commis-
sioned by the Substance Abuse and
Mental Health Services Administration
(SAMHSA), Center for Substance
Abuse Treatment (CSAT) again con-
firmed that States and the Federal
Government are meeting the challenge
of being accountable for results.

The AOD field has become increas-
ingly sophisticated about monitoring
the results of our programs and docu-
menting the cost-offsets achieved.  The
challenge for us now is to use this
expanding information base to improve
the quality of decisions made by AOD

policy makers. 

services perceived by the client as the
most beneficial.

What is being proposed here is that
States undertake an objective evalua-
tion of the cost savings and the effec-
tiveness of treatment under their new
managed care or other financial ar-
rangements.  Based on these objective
findings, it is imperative that decision
makers be open to an ongoing adjust-
ment of the treatment system.  This
process of evaluation and adjustments
can lead to achieving the ultimate
treatment goal — reducing the overall
effect that alcohol and other drugs
have on individuals, families, and the
community. 

1 Gottheil, E.; McLellan, A.T.; and Druley, K.A.
Length of stay, patient severity and treatment
outcome: Sample data from the field of alco-
holism. Journal of Studies on Alcohol 53(1):
69-75, 1992.

2 Finigan, M. Societal Outcomes and Cost
Savings of Drug and Alcohol Treatment in the
State of Oregon. Office of Alcohol and Drug
Abuse Programs, Oregon Department of
Human Resources and Governor’s Council on
Alcohol and Drug Abuse Programs. February
1996.

compiling outcomes from the AOD
and the child welfare systems)

n Cross-system outcomes when two
agencies work together to achieve
common outcomes (for example,
family stability may be a desired
outcome of both AOD and child
welfare staffs as they work together
with clients.)

n Community-wide outcomes, which
measure community conditions in
their entirety

Progress Toward Monitoring
Outcomes

Over the past few years, several States
and the Federal Government have
devoted considerable resources and
energy to monitoring outcomes at the
agency and program levels.

continued from page 3

Guest Editorial
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Balancing Health and Criminal Justice Goals for
Substance Abusing Offenders
 — Elizabeth A. Peyton, Bruce Fry, and the Honorable Richard S. Gebelein.  Beth Peyton is a private consultant and former
Director of Delaware’s Treatment Access Center, a TASC program that supports a drug court.  Bruce Fry is the Project
Director of the CSAT Criminal Justice Treatment Networks Program, Johnson, Bassin & Shaw, Inc.  Judge Gebelein is an
Associate Judge of Delaware’s Superior Court and former Attorney General.  As chairman of the Delaware Sentencing
Accountability Commission and Treatment Access Committee, he led the development of Delaware’s statewide Drug Court
and the effort to expand substance abuse treatment for offenders.

A significant percentage of public cli-
ents in any community are offenders
with substance abuse problems.  The
growing acceptance of managed care
raises a number of important issues
concerning the treatment and control
of offenders in the community.  These
issues need to be seen within the con-
text of the very different outcome goals
of the criminal justice and health care
systems.

Managed care in the private and public
health sectors has achieved promi-
nence because of the Nation’s sky-
rocketing health care costs.  Simulta-
neously, crime and violence in our
society have put the public increasingly
at risk.  The costs of crime for the Na-
tion are staggering.  We have re-
sponded with dramatic increases in jail
and prison expenditures that threaten
to impoverish our State and local gov-
ernments.  Yet we have not seriously
examined how to obtain public safety in
a cost-effective way.

Advantages of a
Collaborative Approach

The high costs of public safety and
crime are issues as important for our
Nation as the quality and cost of health
care.  With substance-abusing offend-
ers, these two high-cost, high-profile
issues come together.  Pairing health
care and public safety offers a tremen-
dous opportunity to address
collaboratively the health and criminal
justice issues of offenders in innovative
ways.  Such collaboration could create
dramatic savings in public safety,
crime, and health expenditures, while
at the same time improving public
health and safety outcomes.

This collaborative approach is neces-
sary for success because a high per-
centage of substance-abusing public
clients are involved with the criminal
justice system.  Consequently, any
effective managed care program for
public clients must work with the crimi-
nal justice system.  Over the last 20
years, we have learned how to treat
offenders more effectively by combin-
ing accountability and treatment in a
completely new approach, which cur-
rently bears very little relationship to
the medical model of treatment.  Re-
search has documented that the new
approaches are cost effective in reduc-
ing substance abuse, crime, and re-
cidivism.  For example, a study of pub-
licly funded clients in Oregon showed
that every tax dollar spent on treatment
produced $5.60 in avoided costs to the

taxpayer (see Societal Outcomes and
Cost Savings from AOD Treatment, in
this issue).  Most of the savings in
Oregon resulted from impressive re-
ductions in criminal activity and crimi-
nal justice costs.  During the 3 years
following treatment, offenders who
completed residential treatment were
incarcerated at a rate 70 percent lower
than the matched group.

Successfully Treating Addicted
Offenders

Experience suggests that the only
practical, cost-effective way to treat
offenders is to combine the outcome
goals of the criminal justice and health
care systems.  This will require a sub-
stantial change in the approach and
operation of both systems.  It is our

Costs of Crime to U.S. Society

In 1996, annual victim losses due to crime were $450 billion, according to a
report by the National Institute of Justice.1

n $105 billion of this total is attributed to tangible costs.

n $345 billion is attributed to reduced quality of life.

These estimates do not include:

n $40 billion per year to run the Nation’s prisons, jails, and parole and proba-
tion systems.2

n  The costs of prosecutors and the courts.

Substance abuse is pervasive among people involved in the criminal justice
system. Two-thirds of arrestees in 1994 — male and female — tested positive
for at least one drug.3

1 Miller, T.R.; Cohen, M.A.; Wiersema, B. Victim Costs and Consequences: A New Look. Wash-
ington, DC: National Institute of Justice. February 1996.

2 Butterfield, F. Survey finds that crimes cost $450 billion a year. New York Times. April 22, 1996.
3 National Institute of Justice. Drug Use Forecasting: 1994 Annual Report on Adult and Juvenile

Arrestees. Washington, DC: U.S. Department of Justice. November 1995, p. 3.
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view that combining these outcome
goals will result in significant improve-
ments over all current approaches for
offender treatment and public safety.
In several States, criminal justice and
health care professionals are begin-
ning to collaborate to address these
issues.

Any new model of collaboration needs
to build on current knowledge about
how best to treat criminal offenders
with substance abuse problems.  Over
the last 20 years, thoughtful legislators
and criminal justice policy makers have
developed a variety of approaches that
integrate a comprehensive continuum
of strict accountability options with a
comprehensive continuum of AOD
treatment options.  These programs
work because they use sanctions to
compel offenders to participate in
treatment and hold offenders account-
able for their progress.  This strategy
works best when it occurs within a
continuum of effective, often intensive,
treatment services.

Study after study has shown that this
integrated approach reduces drug use,
crime, and  recidivism at much lower
cost than traditional sanctions or treat-
ment alone.  Hundreds of programs
using this approach exist around the
country in a variety of forms.  Such
programs include drug courts, Treat-
ment Alternatives for Safer Communi-
ties (TASC), criminal justice programs
that offer intensive supervision com-
bined with treatment, and modified
treatment programs in many settings
— residential, day treatment, and out-
patient — that focus on offenders and
stress accountability combined with
treatment.

Outcome Goals of the Criminal
Justice System

Public safety is now, and must remain,
the top priority of judges and other
criminal justice professionals.  In mak-
ing decisions related to offenders’ sen-
tencing, judges choose among some-
times conflicting policies, including
retribution, rehabilitation, deterrence,
and incapacitation.  Their foremost

concern, however, is whether the sen-
tence contributes to public safety.

Some substance-abusing offenders
must be placed in prison for long peri-
ods of time because of the nature of
their criminal acts and their continued
threat to public safety. However, a great
many substance-abusing offenders
can be managed safely in the commu-
nity, so long as their addiction is being
addressed and they are tightly super-
vised. For these offenders, judges
perceive treatment as one part of a
network of supervision, in which all
components seek to ensure the offend-
ers’ recovery and end their criminal
activity.

Judges will usually opt to support
those treatment recommendations that
are most likely to ensure public safety.
The criminal justice system, when
required to choose, must subordinate
cost savings and cost effectiveness to
the primary goal of public safety.
Judges, for example, may mandate a
seriously addicted offender to a resi-
dential treatment program, counting on
the level of supervision to both support
the offender’s recovery and the public’s
safety.

Outcome Goals of
Managed Care

As more public AOD clients are
brought into managed care plans, both
treatment and criminal justice profes-
sionals are concerned that we pre-
serve and expand the existing relation-
ships between the treatment and
criminal justice systems.  Outcome
goals for managed care providers must
be examined and adapted to meet the
needs of both these systems.  McGuirk
and colleagues have defined managed
care as “various strategies that seek to
optimize the value of provided services
by controlling their cost and utilization,
promoting their quality, and measuring
performance to ensure cost-effective
outcomes.4

This definition is not inconsistent with
the criminal justice system’s primary

outcome goal of public safety.  At first
glance, the most troubling issue may
be the need for “cost-effective out-
comes.”   However, we can redefine
cost effectiveness to include criminal
justice as well as health outcomes.
This would make possible a dramatic
shift in how we view the treatment of
offenders.

Connecting Court and
Managed Care Goals

The ability to reach satisfactory agree-
ments between the courts and man-
aged care providers is critical in any
collaborative approach.  Judges can
choose to release offenders to commu-
nity treatment programs in lieu of jail, a
decision that saves considerable
money.  Keeping offenders in jail costs
roughly $25,000 per year, versus about
$15,000 for residential treatment.  To
meet the goal of public safety with
many offenders, a judge is likely to
choose treatment only when it can be
combined with reliable, ongoing super-
vision.  The requisite level of supervi-
sion may only be possible in a residen-
tial treatment program.

The judge’s perspective and responsi-
bility is in potential conflict with man-
aged care goals.  In the interest of
cost-effectiveness, a managed care
provider is likely to assign any client to
the least intrusive treatment that might
work from a medical perspective.  This
“medical necessity” criterion needs to
be modified for criminal justice offend-
ers.  The factors that the managed
care provider will need to consider
include:

nn The needed level of ongoing su-
pervision.  Even intensive outpa-
tient treatment programs, for ex-
ample, cannot provide the level of
supervision available in a residential
treatment program.

nn The chronic nature of addiction.
A pattern of relapses is typical for
recovering clients.  Addicted offend-
ers, in particular, need to be eligible
for repeated courses of treatment.
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nn The needed scope of ancillary
services.  Drug-involved offenders
typically have many social and be-
havioral deficits.  These deficits
need to be addressed, in addition to
the substance abuse, or the client
may not have the personal and so-
cial resources to maintain recovery.

Integrating Goals and Outcomes

Properly designed managed care sys-
tems should improve effectiveness and
reduce costs associated with appropri-
ate treatment for offenders.  However,
a proper design will mean significant
changes in how we currently adminis-
ter managed care.  It will also mean
change in some fundamental assump-
tions and operating principles associ-
ated with managed care as it exists
today.  The following changes are
worth considering.

nn Expand participation in system
development.  At both the policy
and service delivery levels, criminal
justice professionals need to be
included as equal partners with the
health care system.  Those who
should be included are State offi-
cials representing corrections, pa-
role, the judiciary, State police, and
the attorney general; local profes-
sionals, such as judges, prosecu-
tors, probation officers, defense
attorneys, sheriffs, and police; rep-
resentatives of victims’ groups; and
providers who specialize in treating
offenders.  Criminal justice repre-
sentatives need to be included at
every decision point, not simply in
an advisory capacity, but as equal
partners in the conceptualization,
design, implementation, and opera-
tion of managed care systems for
substance-abusing offenders.  The
criminal justice system can be a
powerful ally to ensure that public
clients get appropriate services.

nn Increase funding.  If the criminal
justice system wants to be an equal
partner in shaping and controlling
how offenders are treated, then it
must dramatically increase the treat-
ment funding it provides.  Numerous

studies show that treatment reduces
criminal justice costs.  Criminal jus-
tice professionals need to shift re-
sources from prosecutors, courts,
and incarceration to treatment, or to
request that State legislatures pro-
vide more funding for treatment.

nn Modify system designs.  To pro-
vide effective care for offenders,
contracts written with managed care
organizations (MCOs) and other
agencies must specify that a variety
of services will be provided.  These
services will integrate a comprehen-
sive continuum of strict accountabil-
ity options with a comprehensive
continuum of AOD treatment op-
tions.  This reflects our knowledge
that the most effective approach is
to provide a continuum of both treat-
ment and accountability from the
point of arrest through the period of
incarceration, probation, and parole.
Obviously, funding and manage-
ment mechanisms for providing
treatment should mirror this path
whenever possible.

This approach would require an
unprecedented degree of coopera-
tion among MCOs and criminal
justice and treatment agencies.  To
provide the results we desire, the
criminal justice and health systems
need to develop formal working rela-
tionships, including the pooling of
funds and shared decision making.

nn Reward improved outcomes.  Re-
gardless of the organizational struc-
ture, contracts must be written so
that MCOs are rewarded for im-
proved criminal justice outcomes.
This reward structure can be made
possible through the joint participa-
tion and funding of county and State
criminal justice agencies, along with
substance abuse agencies.  This
reward structure acknowledges that
positive criminal justice outcomes
create large, real-dollar savings for
law enforcement, court and penal
systems, and taxpayers.  These
outcomes include reduced criminal
activity, fewer violent and nonviolent
crime victims, reduced recidivism,

and an increased sense of safety
and well-being for our citizens.

If we cannot modify the present gen-
eration of MCOs to serve both criminal
justice and treatment goals effectively,
it may be necessary to carve out plans
that separate substance-abusing indi-
viduals involved in the criminal justice
system from other populations.  Under
this scenario, an offender-dedicated
provider network would serve clients
from the point of arrest through incar-
ceration and/or probation or parole.

This carve-out approach assumes that
criminal justice and treatment agencies
will jointly operate and fund the sys-
tem.  This may be the most viable op-
tion if current approaches are unable
to address the goals of the criminal
justice system adequately or to reduce
the huge social costs of criminal acts
by substance abusers.

Although there are areas of potential
conflict between criminal justice sys-
tem goals and managed care for public
clients, there are also many opportuni-
ties for achieving mutual goals.  Both
systems are interested in cost-effective
and efficient service delivery, and both
systems strive for effective outcomes.
The challenge now is to bring both
systems together and create a broader
vision that will combine the interests of
both, resulting in safer communities for
everyone and improved health for cli-
ents. 

1Miller, T.R.; Cohen, M.A.; Wiersema, B. Victim
Costs and Consequences: A New Look.
Washington, DC: National Institute of Justice.
February 1996.

2Butterfield, F. Survey finds that crimes cost
$450 billion a year. New York Times. April 22,
1996.

3National Institute of Justice. Drug Use Fore-
casting: 1994 Annual Report on Adult and
Juvenile Arrestees. Washington, DC: U.S.
Department of Justice. November 1995, p.3.

4McGuirk, F.D.; Keller, A.B.; and Croze, C.
Blueprints for Managed Care: Mental
Healthcare Concepts and Structure. Rockville,
MD: Center for Mental Health Services, Sub-
stance Abuse and Mental Health Services
Administration, May 1995, p. 66.
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Managing Care to Improve Treatment Outcomes for Offender Populations
 — Melody M. Heaps, President, Treatment Alternatives for Safer Communities (TASC), Chicago, Illinois

The tremendous volume of drug- and
alcohol-addicted offenders throughout
the country is overwhelming courts
and correctional systems, as well as
the substance abuse treatment and
acute health care systems.  Our crimi-
nal justice system has become a mag-
net for poor, severely addicted offend-
ers who commit a large number of
drug-related crimes to support their
habits.  Without treatment, these of-
fenders keep recycling through the
system.  In addition, their presence
impedes the criminal justice system’s
ability to manage violent and high-risk
offenders effectively.  Criminal justice
officials across the country are in-
creasingly aware of these issues and
of the effectiveness of treatment.  They
are referring growing numbers of of-
fenders to alcohol and other drug
(AOD) treatment.  Meanwhile, treat-
ment resources for publicly funded
clients are increasingly scarce.

Limits of Managed Care in
Handling Offenders

Many States, operating with limited
resources, have contracted with pri-
vate managed care organizations to
treat publicly funded substance abuse
clients, including offenders referred
through the courts.  However, commer-
cial managed care companies are
inexperienced at dealing with the com-
plex range of problems typical of this
population and are unfamiliar with the
needs of the referring criminal justice
system.  Because of their inexperi-
ence, these commercial companies
have proven inadequate to the task of
managing the substance abuse treat-
ment of offenders.  This task involves
maximizing treatment outcomes while
also meeting justice system require-
ments.

Unlike the privately insured alcoholics
or drug-dependent clients with whom

managed care companies have
worked in the past, substance-abusing
criminal offenders are likely to have
issues of mental illness, poor health,
inadequate housing and food, lack of
available child care, absence of family
support networks, and other problems.
These offenders’ ability to succeed in
treatment will be tied to how success-
fully their life issues are addressed by
the person managing their care.

States confront a difficult dilemma.
They must effectively address the
criminal justice system’s need to place
large numbers of offenders in treat-
ment, while they also face the reality of
limited resources.  One solution is for
States to consider using a specialized,
comprehensive managed care system
for criminal offenders.  Such a system
could blend state-of-the-art managed
care tools, such as utilization manage-
ment and resource allocation, with an
ability to meet the requirements of the
criminal justice and treatment systems.

Principles for Managing
Treatment of Offenders

Illinois TASC has been a manager of
behavioral health care for substance-
abusing offender populations since
1976.  Based on this experience, Illi-
nois TASC advocates for certain man-
aged care principles that we believe
would improve treatment outcomes for
offenders.

It is important to understand that plac-
ing offenders in treatment and manag-
ing their care can occur at a variety of
points in the criminal justice/correc-
tions continuum.  Placement in treat-
ment provides different advantages at
different stages.  When used as part of
the court adjudication process, treat-
ment programs move substance abus-
ers out of crowded local jails more
quickly and, through expedited pro-

cessing, allow judges to spend time on
more serious cases.

When offenders who would otherwise
be sentenced to State correctional
facilities go to treatment instead, this
frees up resources that can be di-
rected at violent and high-risk offend-
ers.  Managed treatment can also be
used to improve the safety and effec-
tiveness of early release and parole
systems.

Principle #1:  Prioritize the popula-
tion. Establishing priorities is essential
in this period of limited treatment re-
sources, when the criminal justice and
treatment systems each have their
own specific goals.  Drug-dependent
people in need of rehabilitative ser-
vices far exceed the resources avail-
able to treat them, and unless the sys-
tem is managed effectively, offenders
may utilize a disproportionate amount
of treatment resources.  Prioritizing
should be based on:

n The resources that can be saved by
virtue of the participant’s successful
rehabilitation

n The criminal justice system’s ability
to apply coercion for a participant to
enter and stay in treatment

n The individual’s clinical need for
services

The prioritizing stage also offers the
chance to evaluate ancillary service
needs, which significantly affect the
offender’s likelihood of successful re-
covery.  Examples of those with ancil-
lary needs are pregnant women who
require prenatal care as well as addic-
tion services, women with children who
require treatment placements that
include day care, and clients with a
dual diagnosis of substance abuse and
major mental illness.

continued on page  29
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Performance-Based Monitoring in Narcotic Addiction Treatment
 — Dorynne Czechowicz, M.D., National Institute on Drug Abuse (NIDA); Laura Graham, M.P.A., Quintiles, Inc.; and Bill
Luckey, Ph.D., Research Triangle Institute (RTI)

Narcotic addiction treatment is a vital
component of the national effort to
reduce opioid and injection drug use
and its consequences.  The quality and
outcomes of narcotic addiction treat-
ment are, therefore, of great impor-
tance to the alcohol and other drug
(AOD) abuse treatment field.  A perfor-
mance-based measurement system in
narcotic addiction treatment programs
has the potential to help clinics im-
prove the services they deliver to their
patients.

The National Institute on Drug Abuse/
National Institutes of Health (NIDA/
NIH) is funding a study called the
Methadone Treatment Quality Assur-
ance System (MTQAS) that is de-
signed to determine the feasibility and
usefulness of a performance-based
feedback system for narcotic addiction
treatment programs.  The study is be-
ing conducted by the Research Tri-
angle Institute (RTI) in collaboration
with the Center for Substance Abuse
Treatment (CSAT) and the National
Association of State Alcohol and Drug
Abuse Directors (NASADAD).

Focus on Quality

Treatment program staff are concerned
with quality improvement.  In addition,
managed care entities and payers are
increasingly interested in managing
costs and quality for the purpose of
achieving optimal value for the dollars
spent and services provided.  Though
many measurement, data manage-
ment, and reporting methods and tools
were developed for the primary health
care field, they are just now being used
by the substance abuse treatment
field.

In assessing quality, one challenge has
been how to define and identify appro-
priate indicators of quality improve-

ment.  Performance indicators are
most useful if they are defined and
measurable, can be tracked over time,
and accurately reflect the treatment
process.

MTQAS is designed as an outcomes-
based monitoring system that tracks
program performance over time based
on patient outcomes.  Phase I of
MTQAS, which ended in July 1995,
focused on designing the system and
testing a prototype for a limited time in
a relatively small number of clinics.
Phase II is a full-scale assessment of
the feedback system in which many
narcotic addiction treatment clinics in
seven States participated.  Data collec-
tion began in 1996 and continued
through 1998.  Study staff are analyz-
ing both quantitative and qualitative
data to understand what is required to
implement and operate such a system
and to determine how programs and
States use the information.

Phase I:  Defining Indicators

Phase I of MTQAS answered several
key questions:

n  Which performance indicators,
including treatment outcomes, can
usefully serve as the basis for a
performance measurement system?
This system must be capable of
comparing client outcomes fairly
across clinics by adjusting for a
program’s “case-mix” (that is, by
separating the contribution of client
characteristics from the program’s
performance).

n  How might performance feedback
be structured so that it provides the
greatest assistance to clinics?
What operational problems might
arise if such a system were imple-
mented?

In devising a strategy to answer these
questions, MTQAS staff consulted an
advisory panel of providers, research-
ers, quality assurance experts, repre-
sentatives from national health profes-
sional organizations, and Federal
agency representatives.  Staff then
developed a client-level data collection
instrument (Client Assessment Profile
or CAP) that was field tested in Phase
I.  The first part of the field test was
conducted in five narcotic addiction
treatment clinics.  Based on inter-rater
reliability tests and clinician ratings, the
items in the CAP proved to have both
high validity and reliability.

The second part of the field test in-
volved a controlled 6-month test of the
performance reporting system in 25
narcotic addiction treatment clinics in
16 States and the District of Columbia.
Program staff collected data on ap-
proximately 1,200 patients and pro-
vided one feedback report to each
participating clinic.  The feedback re-
port contained descriptive data about
each program’s patients and, based on
case-mixed data, provided quintile
ranks for each outcome.  MTQAS staff
met with program directors to obtain
feedback about their experience par-
ticipating in MTQAS and about the
usefulness of the information provided
to them.

Phase I Findings

Phase I resulted in good information
about which outcomes form the basis
for a performance monitoring system
and which patient-level information is
necessary to case-mix the data.  Addi-
tionally, the Phase I program directors
had a significant impact on the struc-
ture of Phase II, particularly the opera-
tional issues associated with MTQAS
and the structure and format of the
performance feedback.
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Phase II:  Testing the System

Phase II was a full-scale assessment
of the MTQAS system.  Phase II’s
goals were to:

n Determine whether a performance-
based system can be implemented
in narcotic addiction treatment clin-
ics on an ongoing basis and identify
any operational problems with such
a system.

n Assess whether performance feed-
back — either alone or in combina-
tion with technical assistance — can
be used to guide changes in clinic
processes or procedures that will
enhance the quality of care pro-
vided.

n Assess the efficacy of the MTQAS
system for improving selected in-
treatment outcomes (that is, out-
comes that should be rapidly influ-
enced by relatively minor changes
in clinical protocols, such as dosing
policies).

MTQAS Phase II was innovative for
several reasons.  First, Phase II was
implemented in 7 States and approxi-
mately 80 clinics, over a third of which
were private.  Nearly 80 percent of
clinics in the States participated to
some degree.  Second, the study in-
volved a partnership among providers,
the States, and the research commu-
nity.  Clinic staff collected intake and
quarterly follow-up information on all
patients in narcotic addiction treatment
over a period of 18 months.  Each
State processed the data as it was
received from its clinics, and sent a
data file to RTI for analysis and pro-
duction of the Quarterly Performance
Feedback Reports.  Finally, CSAT pro-
vided technical assistance to a sample
of the participating clinics whose out-
comes were below expectations.

The MTQAS study design allowed for
comparisons across clinics, across
funding and regulatory environments,
and across time.  Seven States partici-
pated: Arizona, Colorado, Georgia,

Massachusetts, North Carolina, Penn-
sylvania, and Washington.  MTQAS
was implemented statewide in each, in
both public and private clinics.  Penn-
sylvania had some difficulty imple-
menting this approach because of
changes in the public health care sys-
tem, and eventually discontinued data
collection.  Reassessments were on-
going, with quarterly performance
feedback reports provided to the clin-
ics.  Ten clinics also received technical
assistance (TA) through CSAT to trans-
late the MTQAS feedback into action.
A standardized, on-site assessment
was conducted at clinics selected for
TA by an experienced narcotic addic-
tion treatment provider to develop the
TA plan.  The TA delivery occurred in
early 1998.

The MTQAS study fostered discussion
among the narcotic addiction clinics,
State offices, CSAT, NIDA, and the
research community.  Such communi-
cation is important to determine how
the performance-based outcome infor-
mation can best be used for improving
the quality of narcotic addiction treat-
ment.

In addition to producing the feedback
reports, RTI staff also assessed the
implementation of MTQAS through
quarterly calls to State staff.  RTI staff
were interested in learning what chal-
lenges were encountered and how
they were being addressed during the
MTQAS implementation. Study staff
are to visit each of the States at the
conclusion of the study to meet with
providers and State staff.  These meet-
ings are designed to obtain a better
understanding of what it took to imple-
ment MTQAS, the usefulness of the
feedback reports, including both the
value and limitations of the information,
and how the system might be im-
proved.

Description of MTQAS
Assessments

The performance feedback reports
were based on patient-level data col-
lected by clinic staff.  Most items nec-

essary for the performance feedback
reports were items that a clinician
would ask as part of a routine assess-
ment.  The experience in Phase I dem-
onstrated that if MTQAS were to be
successful, the system needed to be
embedded within clinic operations.
Clinics sent their data to their State
office, which acted as a clearinghouse
for the data.  In each State office, a
contact person was responsible for
shipping the data to RTI on a monthly
basis.  The MTQAS assessment
schedule for each patient included the
following:

nn An initial assessment.  This con-
tained the key pieces of information
to provide baseline measures for
outcomes, as well as other patient
characteristics that were used to
adjust for differences in the types of
patients served when making com-
parisons across participating clinics
(that is, the case-mix adjustment).
MTQAS staff selected these items
on the basis of previous research,
including Phase I of MTQAS.  The
initial assessment, completed at
admission, took no more than 10
minutes.

nn Periodic reassessments.  These
included items based on interviews,
as well as items recorded from the
patient record.  These follow-up
items were required for the outcome
analyses and included in-treatment
behaviors, such as drug use, inject-
ing behavior, arrests, and urinalysis
results.  These measures were com-
monly applied to drug treatment
outcomes.  The measures were also
useful for a counselor to ask and
observe during regular treatment
plan reviews.  Actual timing of the
periodic reassessments was deter-
mined for each patient according to
the date of admission.  Reassess-
ments were conducted on a quar-
terly basis for patients who had
been in treatment less than 1 year
(“shorter term”) and biannually for
patients who had been in treatment
more than 1 year (“longer term”).
The periodic reassessments, includ-

continued on page 28
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Societal Outcomes and Cost Savings from AOD Treatment
 — Jeffrey N. Kushner, Drug Court Administrator for the 22nd Judicial Circuit, St. Louis, Missouri, and former Director, Office
of Alcohol and Drug Abuse Programs, Oregon Department of Human Resources.

Most State legislatures are not con-
vinced about the “goodness” of alcohol
and other drug (AOD) treatment by
reviewing either national research data
or studies completed in other States.
State legislatures want data from the
State treatment system they are fund-
ing.  This can be a problem from sev-
eral standpoints, not the least of which
is the onerous cost of follow-up studies
that depend on personal interviews.
And how accurate are they, really?

Over the past 30 years, there have
been a number of studies involving
economic analyses of the benefits and
costs of drug and/or alcohol treat-
ment.1   The usefulness of their results
has often been weakened by limita-
tions in their methodologies.  These
study limitations include the following:

n Lack of a comparison or control
group

n Failure to use a representative sam-
pling design in selecting subjects

n Exclusive use of self-reported data

n Brief observation periods (usually
focused on the time just before or
just after treatment — not necessar-
ily representative periods)

n Use of limited populations (for ex-
ample, enrollees in an HMO)

n Assessment of costs and benefits
only in a limited number of areas

Oregon’s Study Approach

Oregon decided to take a different
approach.  A study that would use
Oregon-specific outcome data was
chosen as a result of interest from the
Governor’s Council on Alcohol and
Drug Abuse Programs and a nudge
from the Oregon Legislative Assembly.
The total cost of this study was ap-
proximately $30,000.  No specific fund-
ing was provided.

The Oregon study was designed to
overcome some of the methodological
limitations of prior studies that have
looked at benefits and costs of drug
and/or alcohol treatment.  Its study
design has the following characteris-
tics:

n We selected a representative
sample of clients who had com-
pleted treatment and matched them
with a comparison group of clients
who received little or no treatment.

n We used existing State agency da-
tabases rather than self-report data;
these databases provided for maxi-
mum objectivity.

n We utilized an adequate study pe-
riod, which covered 2 years prior to
treatment and 3 years subsequent
to the completion of treatment.

Study Design

Using a quasi-experimental design,
groups of clients who had completed
treatment were compared with groups
of clients who had enrolled in treat-
ment programs but terminated after
receiving only minimal services.  In
order to have up to 3 years of post-
treatment outcome data, the sample
was drawn from fiscal year 1991-92.

Using the Client Process Monitoring
System (CPMS) database, a represen-
tative random sample of clients was
selected for each service element —
outpatient, residential, and methadone.
The CPMS database is the Oregon
management information system for
alcohol and/or drug treatment pro-
grams that receive public funds (built
off the old CODAP system).  Programs
must report on clients at intake and at
termination.

A comparison group was randomly
selected.  This group was made up of
clients who began treatment but did
not follow through in keeping appoint-

ments.  The comparison group was
matched to the treatment completers,
so that no differences existed between
the groups in age, gender, race, drug
type, or severity of drug abuse.  Based
on a power analysis of the needed
sample size, we set a target of 250
treatment and 250 comparison clients
for each module, outpatient and resi-
dential.  A total of 1,267 clients was
originally selected for the study
sample.

Use of Existing Databases

To collect outcome data for these cli-
ents from the periods prior and subse-
quent to their treatment episodes, we
used existing State databases.  We
gained permission to access these
databases and protected the confiden-
tiality of clients at all times.  These
State databases included the following:

n Client Process Monitoring System

n Law Enforcement Data System

n Offender Profile System

n Adult and Family Services

n Office of Medical Assistance Pro-
grams (Medicaid)

n Children’s Services Division

Outcome Study Results

Oregon’s study found extensive cost
savings on a variety of dimensions for
clients who had successfully com-
pleted their AOD treatment.  Significant
cost savings occurred because of the
reductions in arrests and convictions,
incarceration, use of welfare benefits,
open child welfare cases, emergency
room medical costs, and because of
an improvement in clients’ earning
power and number of days worked.
For every dollar spent on treatment,
taxpayers saved $5.60 in avoided
costs.
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Even this figure is most conservative
for the following reasons:

n The study includes no cost savings
from the clients’ decrease in unem-
ployment.

n Some benefit can be assumed to
accrue for those comparison-group
clients who were treated for weeks
and/or months but did not complete
treatment.  These savings are not
represented in this study.

Results of Oregon’s State-Specific Outcome Study

n AOD treatment completers had significantly fewer arrests and convictions in the 3 years after treatment than early
leavers, even though there were no statistically significant differences in their arrest and conviction histories prior to
treatment.  Clients who completed outpatient treatment were arrested at a rate 45 percent lower than the matched
group.

n Treatment completion is associated with substantially fewer incarcerations in State prison and with shorter incarcera-
tions.  Clients who completed residential treatment were jailed at a 70 percent lower rate than the matched group.

n Treatment completers earned 65 percent more than noncompleters, due to higher wages and increased time at work.
n Clients who completed treatment reduced their use of food stamps by one third in contrast to the comparison group.
n For clients who completed treatment, the number of open child welfare cases decreased by 50 percent.
n Medical expenses dropped substantially for treatment completers compared with the control group.  Early leavers dra-

matically increased their use of hospital emergency rooms.
n Savings of $83,147,187 in avoided criminal justice, medical, and public assistance costs, and in victim and theft losses

were realized for the 1991–92 cohort of treatment completers in the 2½ years following treatment.  The cost for AOD
treatment for all adults in 1991–92 was $14,879,128.

n Overall, significant positive societal outcomes resulting from AOD treatment accrued and lasted for at least 3 years.

n Other potential cost avoidances are
not included.  For example, savings
were realized because many clients
avoided problems that would other-
wise have exacted public and pri-
vate funds, such as Federal and
local prison costs, institutional costs,
damage caused by intoxicated driv-
ers, business losses, and the birth
of healthy rather than drug-affected
babies.

Copies of the study Societal Outcomes
and Cost Savings of Drug and Alcohol
Treatment in the State of Oregon are
available from the Oregon Office of
Alcohol and Drug Abuse Programs.  To
order, call Clint Goff, at (503) 945-
5763. 

1For a thorough examination of all but the most
recent research, the reader is referred to:
President’s Commission on Model State Drug
Laws, Socioeconomic Evaluations of Addic-
tions Treatment, by the Center of Alcohol
Studies at Rutgers University. The White
House: Washington, DC, 1993.

continued from page 26

ing completing the record data, took
approximately 10 minutes per pa-
tient.

nn Client profile.  Five items on client
demographics were collected one
time only from patients already in
treatment when the MTQAS data
collection began.  These five items
were necessary for the minimal
case-mix adjustment methods.

nn Client discharge.  The discharge
information collected included the
date and reason for discharge.  This
information, extracted from the pa-
tient record, was completed when a
patient left a clinic.

The Case-Mix Adjustment
Process

One important reason that outcomes
may differ across clinics is that clinics
serve different types of patients.  Case-
mix adjustment is a way of leveling the
playing field when comparing out-
comes across clinics that have differ-
ent patient populations.

Case-mix adjustment is used to look at
patient outcomes in a wide range of
service settings:  hospitals, nursing
homes, home health agencies, ambu-
latory care settings, and mental health
clinics.  In MTQAS, this process was
used to adjust for different patient
populations when comparing or rank-
ing clinics according to their patients’
outcomes.

Case-mix adjustment involves a statis-
tical analysis in which patient charac-
teristics and baseline behaviors are
used to predict patient outcomes.  For
each outcome, a different statistical
model is used.  For example, one of
the outcomes is “no arrests.”  How well
each clinic does on this outcome is
estimated, while adjusting for a number
of factors that may affect patients’ ar-
rest rates.  These factors include pa-
tients’ age, gender, race, current crimi-
nal justice status, and arrest
history.

MTQAS Indicators/Outcomes

MTQAS used a variety of outcomes as
part of the performance reporting sys-
tem.  An important part of the study’s

Performance-Based Monitoring in Narcotic Addiction Treatment
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development was determining which
outcomes would be most appropriate
to include in a performance feedback
system.  The MTQAS outcomes in-
cluded self-reported drug-using behav-
iors and results from urine tests, as
well as social functioning, physical and
mental health, utilization of medical
services, the patient’s satisfaction with
services, and retention in treatment.
MTQAS staff selected these outcomes
on the basis of MTQAS Phase I re-
sults, discussions with the participating
State staff and advisory panel mem-
bers, and a review of pertinent litera-
ture.  Indicators were selected for the
core MTQAS data set.  In addition to

this core set of outcomes, many States
have opted to add other items to their
data set.  These include HIV-risk be-
haviors, social support, and the use of
other drugs, such as methamphet-
amine and alcohol.

Application of MTQAS to Other
Treatment Modalities

Although MTQAS has been developed
for and is being tested in narcotic ad-
diction treatment clinics, many of this
system’s attributes make it applicable
to other treatment modalities.  This
new system provides data on measur-
able outcomes, tracks performance

over time, and uses indicators related
to the treatment process.  Further-
more, some of the outcomes are asso-
ciated with changes in costs and may
be useful in a cost-offset model.

The indicators used in MTQAS are
likely to be valuable both internally to
clinic staff and externally to payers and
patients.  MTQAS will assist the treat-
ment field in determining how best to
implement a performance-based sys-
tem and how the feedback may be
used to implement changes in clinic
practices. 

Principle #2:  Designate resources
that are geared to priority popula-
tions.  Criminal offenders who have
been mandated by the court are, by
and large, reluctant treatment partici-
pants.   Offenders often see treatment
primarily as a way of avoiding incar-
ceration, not as a mode for changing
their behavior or lives.  At least initially,
offenders may participate in treatment
as a condition of release and to avoid
the criminal court sanctions that would
be imposed for failure to comply.
These external incentives and sanc-
tions can be used to improve treatment
outcomes.  The length of time offend-
ers spend in substance abuse treat-
ment has been shown to be a decisive
factor in positive treatment outcomes.
A managed care plan geared to the
offender population can offer definite
advantages by linking sanctions with
treatment.  The criminal justice
system’s hold over offenders can be
linked to the level and length of treat-
ment best suited for each individual.

A number of criteria can assist in mak-
ing appropriate decisions about place-
ment in treatment and the level of case
management necessary.  The following
factors need to be evaluated:

n The nature, extent, and duration of
the offender’s substance abuse

n The nature of an offender’s criminal
history

n Whether there is a compulsive com-
ponent to the crimes, with some
level of calculated criminality.  Such
criminal behavior patterns will fall
along a continuum.

n The relationship between the
individual’s criminality and sub-
stance abuse

This evaluation allows the most inten-
sive and costly modes of treatment —
residential and intensive outpatient —
to be employed only for those who
actually need it, rather than expending
intensive services on people whose
addictions can be addressed in less
restrictive environments.

Principle #3:  Provide ongoing man-
agement of resources.  All the issues
identified under the first two principles
remain in play throughout the course of
treatment and supervision — from
initial screening to the conclusion of

the offender’s involvement with the
criminal justice and treatment systems.
To ensure appropriate allocation of
treatment resources, there must be
continued utilization management,
monitoring of criminal justice risk and
status, and ongoing evaluation of clini-
cal levels of care.

The 20-year experience of Illinois
TASC demonstrates that it is possible
for specialized managed care to en-
hance treatment success rates with
offenders.  This can happen with lim-
ited resources, if those resources are
applied wisely and efficiently.  Many
TASC organizations around the coun-
try already have years of experience at
simultaneously addressing the legal
requirements of courts, the procedural
standards of treatment providers, and
the clinical needs of offenders.   TASC
organizations are poised to move into
the management of substance abuse
treatment for the offender population.
To expand services, it would also be
possible to involve other social service
organizations that have staff with expe-
rience working in the criminal justice
arena.

continued from page 24

Managing Care to Improve Treatment Outcomes for Offender Populations
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Designing Information Systems for Outcomes-Based Services
 — Robert S. Mirel, M.S.W., Systems Resource Group, Inc., Bala Cynwyd, Pennsylvania.

A great deal of effort has gone into
designing and implementing informa-
tion systems for public-sector organi-
zations that provide human services.
This is occurring during a time of
sweeping change in the delivery and
evaluation of services.  With the ever-
shrinking pool of available resources
for public-sector programs, funding
authorities and other purchasers are
seeking providers who can ensure cost
effectiveness and high quality services,
as measured by successful outcomes.

Providers are in demand who can offer
strong management and the tools to
identify critical issues and to imple-
ment new strategies on a timely basis.
The emphasis on outcomes has
placed a significant burden on service
providers, who need to implement
changes in their organizations to
achieve the required level of outcome
information.  Providers are looking to
modern, sophisticated automated infor-
mation systems for support in this new
arena. Computerized information sys-
tems are a needed tool to make these
changes effectively and efficiently, to
show purchasers the capabilities of the
provider organization, and to maintain
a program’s effectiveness over time.

The Shift in Demands for Data

AOD organizations have been operat-
ing in an environment that emphasizes
involving people in treatment services,
on the assumption that treatment
would provide the support needed to
improve their quality of life.  Now, these
organizations are being asked to show
very specifically the value of those
services in observable and measur-
able ways.  In fact, organizations are
being asked to identify, in quantifiable
terms, what treatment works with per-
sons who present with very specific
diagnoses.

To complicate this further, many orga-
nizations that serve multiple purchas-
ers are being asked to provide different

information to each.  This is particularly
difficult for most public-sector provid-
ers.  Traditionally, publicly funded pro-
grams have had few resources to dedi-
cate to the development of automated
information systems.  In addition, these
programs have not focused on mea-
suring individual client outcomes.

The current shift to a person-centered
approach has forced many service
providers to re-examine the way they
do business.  This approach requires a
new means of managing complex or-
ganizations.  Collaboration among
departments that provide various ser-
vice supports has had to be expanded
and, in many cases, newly developed.
Providers are growing substantially
more reliant on their administrative and
financial departments.

A person-centered approach requires
the development of information sys-
tems that are both comprehensive and
integrated.  Only a comprehensive
information system is capable of giving
the provider what is needed — a com-
plete view of a client’s needs, of the
services being provided, and the cost
of those services.  An information sys-
tem also gives a provider the ability to
utilize that information on a timely ba-
sis to ensure desired outcomes.

Benefits of a Comprehensive
System

A comprehensive and integrated infor-
mation system creates significant ben-
efits for the organization using it.  The
structure that is built to support this
system will hold data from many areas
of the agency.  Such a system:

n Allows for easier access to the data
needed to support complex analy-
ses.  This single computer environ-
ment maintains data from every
department in the agency.

n Allows for more timely reporting of
information, since all data is active

and available in the system at the
same time.  There is no need to
import or transmit data to or from
other departments.

n Supports reporting to many different
sources.  Data can be combined
and calculated within the structure
available without requiring assembly
from any external source.

n Supports efficient management of
the system.

n Supports more secure and effective
modifications to the system when
necessary.

n  Reduces training time and costs.

Designing Systems for Today’s
Environment

In today’s environment, it is a chal-
lenge to design automated systems
that can meet the many varied needs
of the complex organizations providing
behavioral health services.  System
development has become much easier
with the advent of less expensive com-
puter systems.  In addition, many tools
are now available for developing soft-
ware that can respond to complex
design criteria.  The design of these
automated systems is still quite com-
plex and requires the cooperation of
the entire organization.  As organiza-
tions change and grow in this new
environment, they need to be able to
build clinical, administrative, and finan-
cial systems that will also grow and
change.  Information systems can and
must be designed to meet changes as
they emerge.

Staff role in designing information
systems

Today, the outcomes to be measured
are a critical component in developing
an information system for an organiza-
tion.  The organization must clearly
define what is to be measured. Defin-
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ing which measures are to be used,
and how these measures are best
defined in terms of data to be col-
lected, presents a difficult set of issues
for the organization.  Key staff from
each department need to participate in
this effort.  Each department’s staff
may need to provide basic orientation
to those from other departments.  The
issues and concerns of each can then
be mutually appreciated and under-
stood in terms of their impact on client
outcomes.

The task for the provider organization
staff is to define key indicators.  When
these indicators are analyzed and
examined by professional staff, they
will help identify outcomes.  Program
staff need to define each of the out-
come indicators in terms that are rel-
evant to the way in which they serve
people.  As they do this, staff must
identify what data needs to be col-
lected and/or derived throughout the
process of providing service.

Role of information system
professionals

Meanwhile, the information system
professional’s task is to define method-
ologies that will support this effort.
These methodologies need to closely
match the operational environment of
the organization.  Once staff have
identified the data needed, the sys-
tems person can incorporate these
elements into the data system and
define the relationship between the
different data elements.  This data
system will then support the process-
ing of information that can produce the
desired types of analyses for staff in-
terpretation.

This systems development process
means close cooperation among the
agency’s professional staff and the
information system professionals.  The
agency staff needs to understand the
purpose of the system and to get
value-added information from it.  Only
then will the information system pro-
vide substantial support to professional
staff in their daily work.

Meeting Agency Needs First

The introduction of this type of com-
prehensive, staff-driven information
system brings about significant cultural
change in an organization.  To gain
staff acceptance, it is critical that the
information system be designed and
built for that particular agency’s staff.
The system can provide functions that
are specially designed to be useful and
to meet the needs of staff from each
department.  When system interfaces
are designed to meet specific depart-
mental staff needs, then the system
has built-in momentum toward accep-
tance and can be effectively integrated
into the environment of the organiza-
tion.  When a system is developed with
data collection and reporting features
that closely match the needs of those
who use it and the way in which they
work, data will often be better and the
system will be used more effectively.

Organizations need to be clear on one
point.  The primary focus of the infor-
mation system is to serve and meet
the needs of the organization that will
be using it — whether that organization
is a provider, a governmental jurisdic-
tion, or a managed care organization
that is purchasing services.  The data
being collected, as well as the method
of collection, should be defined in
terms that best reflect the goals of the
agency.  This organization alone can
effectively define how that data is to be
processed into information and how
that information is to be portrayed to
users of a system.

It is the organization’s needs that
should be paramount, not those of
other organizations that require report-
ing.  Reporting to outside entities can
be accomplished effectively by making
adaptations to automated systems.
For example, reporting needs can be
incorporated into an overall automated
system by adding data elements or
support for reports/analyses that were
not otherwise defined.  Often this does
not require substantial modification to
the system design.

Meeting Needs of Outside
Sources

At the time an information system is
being developed to meet the many and
varied needs of constituencies within
an organization, that system can also
be designed to meet the requirements
of any outside entities.  Often, organi-
zations aim to design systems that will
meet specialized needs.  Then, when a
new need comes along, an entirely
new system is developed. This piece-
meal approach can lead to substantial
inefficiencies and confusion on the part
of staff.  Importantly, a too specialized
approach is not likely to provide the
information that will be needed for the
effective management of the organiza-
tion.

An effective way to deal with this issue
is to develop comprehensive and inte-
grated information systems that are
flexible and designed to grow and
change.  As an example, programs
funded to demonstrate the effective-
ness of new programmatic initiatives
are often required to develop informa-
tion systems.  These systems are re-
quired to provide funding sources with
specific feedback on the operation of
the project.  The Federal government
often sponsors projects that require
such information systems.

Local programs and jurisdictions take
varied approaches to meeting these
requirements.  Some organizations
design systems that specifically meet
the need identified by the funding
source. Others use this as an opportu-
nity to meet their own agency or juris-
diction’s long-term goals. They develop
an information system capacity that
will primarily serve the goals and ob-
jectives of the jurisdiction, while also
incorporating requirements of the fund-
ing source.  This second approach is
the more productive and promising for
any organization intent on developing
or upgrading their automated sys-
tem.
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